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Forfeyvqrd 



Economics-Political Science Project 



, Although by its very? nam| the /oint Council on Ec^Mfnic Education is : 
obviously committed to improving the teaching of econornicSisit has devaloped 
' this Eeonomics-Political Science Series as a contribution to^ha teaching -^^^ 
broad social studies field; We beljeve that each publication will Enable teachers to 
acWeve multiple purposes which rank high among the goals for the social stu^iest^ 
and the production prpcedure for the^erieg demonstrates effective steps and uie 
of personnel to develdp social stuSies instructi@nal materials, ; 

The series is an outgrowth of the Economics-Political Science Project which ^ 
was undertake^ in f973. The project cpme into being fi;om a rec^nition that most ^ 
social issues were becoming increasingly cbmplex and fflultidimensiortaraqd yet 
social studies teachers were generally urtprepar^d^to handle the teaching of such 
issues. As a result, students were not being prepared to understand and act upon 
cfrucial matter either through default or ineptitude on the part of their teachers. 
The J: M. Foimd^tion had a sti^ttg commitment for many years to improve the 
quality of our nation's citizenship' ^dUiatioh and it provided the JCEE with the 
initial grant to laujich the EgonomicSHfNDlitic^l Science Projec * 

The core of JCEE strategy Was to draw heavily from the experiences and 
judgments of outstanding social studies teachers in diagnbsipg what needed to be 
done and how to do it. The major prograjm recommended to lay a foundation for 
the project was to conduct a national workshop in which strategic social studies 
teachers could be prepared td teach cortiplex,^ multidimensional social issues 
effectively. With this experience as a beginning, it was antic ipate'd that compara- 
ble training programs could be provided within states for otherteachers. Further* -v 
more, the experienc^ of the national workshop could be used to establish^a basis 
for developing ntfeterials for teaching the social issues. 

As a preliminary step, pilot programs were held for social studies teachers in 
North Carolina and Oregon to gain ex^rience and advice regarding the purposes^, . 
personnel, content, materials and procedures for the national workshop. Among 
the key recomfneTidalions which emerged were ^he follbwihg; (1) participants 
should include outstanding high school teacher^ with backgrounds in economics 
and political science; (2) the worksisop should focus on the analysis of major social 
issues that involve economics and political science; (3) the workshop should focus 
also on the techniques and resources for*teaching the social issues selected; (4J th'e 
staff should include j^rsonnel capable of prpviding the essentials of economics 
and political science, an analysis of the social Issues drawing upon and interrelat- 
ing the pfrtinent economics and political science, and leadership in demonstrating 



m 



I 



/■■•; ,\vr 



^^4e^elo^m^^ and materials; and (5) the entire worksf^P 

' ' V^m an exemplary mariner so as to ^erve as a jfmdel for 

' V' . wiptoho^ held in the future ,\^i||ilfcStates.and schbol distncfs. 
The Nfrtwiial Ecb^ 



Project Workshop Was conduftted 
ege/iising^the a^acent city of 
relating the socla^ issues ^being 
sdcial studies teachers. from 36. 
ffiliated Councils*' on Economic 
Workshop /reflected that the 





ealing with social issues were 
m of the ration. These, programs 
|nd^made use of teachers and 
Sonal workshop and the regional 
, Exxon Corporation (USA), and/ 



,*J,^ring the lUjttrttmer of 1974 at 
^ ; ; re|OUrce fbi^ 

^ K aMlyiiU. were tearaq 

' • C states ^htt>^a|Ubee 
; Education ii^^tro^^ states, 

burii^ the fallowing ytear mini- 
con^dtfed for s^fcial Studies tegcF 
/ were paftertied aft^^ ^ 
; m&^rt4ls fe%^m that workshop, Fund^ fbr^ 
^ ' : "prog^Bffis^ere provided by the J. M. Poundi^^ 

T - ' It:wa^ :at this stage tHat the Economics^ Science Project turned to Xm v 
productlcia of teaching inateriais. With co^uing gmnis from the J. M= FoundMjy 
tibn and-E^xon Corporation ^USA^.-the;^pEi^ four writing teams ;to 

. • develop resource units for tea^i^ majoi^^gl ik^ies. The resource units were to 
be designed to teach the sodi^teu^ anS^i«lly, jntegrating econom^s and^; 
J pdjitical science ^'the process/an^#^^\^efe to provide and 
: suggestions , of 

: achieve these -ail^s^ ea^ team,^^ist€cl|of-l 
social studies teachers, and a'social ^tudie^s cur 



tfor classroom use. In order to 
'{omist, political scientists tWo 
luiti specialist. Team memhers 
had demonstrated their abilities in various phases the Economics^Poiitical 
^Science Prqjec^ ' , ' ■ _ ^ / . ; 

The writing Aeams were convened by the JCEE ^for an intensive planning 
^etninar in August' 1975 and, drawing upon the experiences and output; of thfe 
national and regidhal workshops, tyiey developed the locus, fo.nnat,^and proc^^ 
dures for the Economics^Poluical Science Series^ . ^ . ' 

It was agreed that resource gufdei^'- were to be developed for analyzing the 
fbll^ingr Health* Care PolK:y: Taxation Policy; Econdmic Stabilization Poliqy; 
Olvtrrimeht Regulation; EnyironttieTital Policy; Hqpsing Policyv and Crime 
Control find Prevention Polic>^. . ' ^ 
. * Each resource guide was to cuntajn the following element^: ( I)ia deUneation or 
the cor^ qonc^ptS ofieconomics and political scienc^and their interrelationships; 
(2) a Topic OverView prodding back^und information for teachers and an 
in-depth ecdnomic-political science, analysis, of the problem area on which the 
guide focuses: (3) a statement of the rErtionale and-slgnifldance of the problem 
" area, ertiphasizing its preseiu and potential place in the lives of studei^ts; (4) an 
idStification of tie obje^ives and outcomes from study of the problem area; (5) 
diver^examples of classroom activities j e^ch designed tq achieve one or more of 
.the dyectives' ^ . - ^ ,j . ' 

Another major decision reached^ that time was that there ffeo^ld be extensive 
^exchange, review and t»stwig*throiaghout the developmental pbcess. All *the 
econoniists and pdriticarscieMsts>ould react to eadh other's analyses;and they 
would also receive reactions' andvSuggestions grom the high school social studies 
teachers; The economists and p^itical scientists vvould t^view the content of the 
methodology prepared by the^igh sch6ol teachers and the teachers would 
exchange t^eir materials among themselves. Beyond all of this and of crucial 
importancerit was agreed that the respurce guides should be field-tested exten* 
sively in glaslrooms^throughout the natiom . . , . 

All of these procedures have b^en .followed and now the Economics-Political 
Science Series is available! We Believe the series is unique not only in the separate 
features it embodies but more so in its composite emphases And^ontributions: tD 
a fogus upon social issues of major interest and consequences to students; (2) an 
emphasis upon the teaching and learning of analytical skillsM3) the development 
of an understanding of the fundamentals of economics and political ^ciepce, the 

f" -.^ _„^^i„*:^-^^u,'^ uJi,.,^«« *k^^ «rtH^h*s tanpilif^ntinn of hnth Hl^cinllnes in anal VZ'^ 



interrelationship between them, and^he application pf both disciplines in analyz- 
ing apd acting upon Bocial issues; (4) the use of diverse, proven teaching strategies 
and resources that aim clearly at achieving significant, measurable outcomes. 
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' ' " ' . • •■ ■ 'J' ''^^ ■/ ' *, . ^ ' ' ''''''' ^-^ 

Another quidity of uhiquaness^^ ca^i^^i^bute^to this series is the range of 
peopW who havi.bben invblved in a clc^^jw^king reiatlonshipr coliege profes- 

'sors^and high schpet teache^^e^onQn^ pdlitifW scientists; specialists in' 
acadamiQ discipmes^and spedialiilts i^^^ frdini schoolisp- 

te^is jof Varied s^is, Ibcatlons^/ahd student pppiilations. We believeiall of this fe> 
pfovad tb b%-€ffective and bbdps Well for^th© developnient of social stiidie^ 
n^atenals in the future. , ; ' i ^ '/^ — 

Each publication of the series identifies the people who have conitritfbted to kis 
completion and we extend o^r appreciation to them/ for their dedication and 

-^ompetanderOtrbthalf^fifnys^ 

.extend a special message of appreciation and commendation, to Ms. June GilUard 
of the JCEE staff for the most praiseworthy ways in which s^has coordinated the 
develop/ment yid ptoductiori of the Economids-political S^VicV Series. She; is 
recognized tcfbepne of the nation^s distinguished social studies educators and lier 
rolei^this pfojeft.should provide her with additiopal distinction. Throughout the 
project valuable assistance has also been provided by the following members of 
tlW JCEE staff: Dr* George Dawson; Anthony SjUa; and Stowell Symmesl 

Although the support of the J. M. Foundation ^8 Exxon Corporation' (USA)' 
"has been mentioned previously r we ^l/nDwled^'e again our gratitude for having 
been provided the means to carry out the project and produce this series. 
- Of course, the Economics-PoliticarScierice Project which led to this series is 
not completed nor is it ever likely to be. Now will ^ome further use, adaptatiqlt^ 
modification, and improvenrienl.' Social issues are dynamic and there will be heed- 
for different resource guides in the years to come. We encourage such ferment and ^ 
shall welcome suggestions that will enable i(s to join you in doing what is needed 
to improve the teaching of the social studies. » * ^ ' ^ 

^ Dr, George L, Fersh ^ ' 

« . • . . , Pirector - ■ > . 

Economicx-Paliilcal Science Prpjeci 
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Poltoy decisions affect ev^orie. Consequently it is iMprtant^thcU studentg 
acquire the k>owfedge and skills necessary for undergtarfnng the'mflor policy 
questions facing our soieiety mf^ participatinB^ffeJtiTCly in the protesses of 
public debate and public decisiojKmaking: , ' 

Analyzing Gdvernment Regidmion: A Resource Guide {% the second in a serief 
of resource guides focusing oniconomic-political arialysis of contemporary public 
^policies and issues. The topics Yor this and othff units in the series were selected 
\noi oniy^ecause of t^r current relevance, but also in the belief that these issues 
will continue to be the focus of publip debate for some time to come. 
C In developihg the. Economics-Political Science (EPS) resource guides eVery, 
effort w>s made to make the material as widely useful as possible, i^iaterial 
contained in individual guides was^dedgned to be used^by high school teachers 
with instritctional responsibilities for EcAnomics, Government, United^States 
Hist^Jry, P/obleSs of Defnocracy- pr other social studies courses dealing with 
contemporary s6cial issues. - / ^ 

The resource guide Vn goverment regulation consists of four major c^mpo- 
nents.^ach jdesigned to serve p^iflc curricular or.instructiOiTJi purposes. The 
I *m/ra^//cr/<)Ar^rovides a ,genei;rf explanation of the congeptualjFramework used 
tHroughout the series for analysis of policy probleips and is^ues,^rtopefully, it ^Iso 
>^rovides a mode! that teachers rriay use for ^extending^fre study oT goverjiment 
f^gujation or for developing additiohar qnits deiiling with economic-political 
analysis of other areas of public debate and con^n. ^ 

ThgJpurposf of the /opfc' overvies^^h twofold. First, it provides the teacher with 
backapund iaforyation on economic and political issues involved in the forma- 
tion of a naUonafpolicy^r regulation of the economy. Secondly, it serves as a 
concrete example of how thte conceptual framew^ 'described in the intro4uction 
is applied for economic-political analysi^f policy issues. \ ^ ,J ^ 

, The linit rationale ami objectives ^m^ist^ictlonal activities deal 'speciftally 
with instructional question^ertaining to why, what mdhow of te&^hi|i|ab|put 

trte un?r topic, | * \ . . i \ 

istruc 



The first five instn/ctional tfctivilies are designed to introduce the stu^t tp the 
complexities of the interactions of local, state and national governmenMJ_fgen-^ 
Sdes/economic yiterpris^s, an^ indiyid^l citizens. 'The first thre^ actiMiJ^es are 
^se stud^s thj^ focus on^ environmeptnl problems: T^y diffW fnainJ^ in the 
frame of reference tl^om which' the environmental ^rpblem^si^i It' is 

suMestedlhat only one of the cases be ased as an introdifctory act^iiy. The ot^er 
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case studiea might, be iised later, to assess student understanding of the niajor 
concepts involved. The ipAimated film, Citizen Harold, addresses the problems of 
citizen apathV and fmpotencefand would be equally appropriate^at a later stage. 
"Pre" a^B "post" showings of th^ film might be used as the ba^is for assessing 
^ fchanges in student attittides. The Cdnsumer Reiht'ss sij^ulation quickly acquaints 
students with the varietyiof private and governmental agencleS and the diversity of 
government regulations applic^le to the problems that i^onsumers encounter in 

- the marketplace. It, too, caq bemused early and late in the unit to measure gains in 
und^rsfanding and con^petence* g ' , 

— !\-W^#9^i§ed-in^thelr^^^ 

j(ctlviti'|s '^comprise approximately three weeks of study. It is. not anticipated, 
hovvever, that every teacher will wish to use the materials in tWs'manner. For this 
reason most of the activities are designed so they .may B^usfd singly or in various 
combinations, depending upon the amount of time one wishes to devotfe to i\m 
topic 'and the needs of the particular student group for whom instruction is to be 
provfde*. To assist teachers in determining which activity ^0r.conibination of 
actfa/iiies is more appropriate for his or her students, each instructional activity 
has Been keyed to the unit objective or objective^ it is designed to achieve, ^ 

Materials recommended for transparencies bt sti^derii readings have been 
reprdduced in the back of the publicatioiT for ease bf duplication. 

We wish to express our appreciation to. the writing team tl\at prepared the 
material for this, our second unit in the EPS Series. To Antony F. Sugjiafor^his 
sfervices as team coordinator ^ve owe a special debt of gratitude. We are also 
grateful to the following teachers for theip Teview and classroom trial of the 
material in its experimental form^ John E. Gardner, Jeanne M.*Kish, John Lane 
-and Sonia. Sasarok, Cleveland "^Public Sehools, Cleveland, Ohio;' Mary Lynn 
Johnson, Chris Lay and Patricia L. Martin. Spring branch Independent School s 
Pistftctt: Houston, Te^as, We lound their ^vice extremely helpful, and to the 
extent,Jppssible, theif suggestions have Heen incorporated in _ the published 
material, « , ^ / > ? . f 
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Introduction ^ 



Laurence E. Learner an4Paul A. Smith 



A central purpose of this series is to help students in^ 
learning to view society and its problems from both 
economic and political perspectives. This can: best be 
done through study of specific questions, each of 
which offers an econotnic and political analysis of a 
distinct social problem. 

Economics and political science are complex intel- ^ 
Jectual '"disciplines," each having an extensive body 
of theory and methodology. As such, their applications . 
in the diverse areas *of policy^ decision-making may ^ 
leave the teacher searching for certain ''essentials'' — 
certain core ideas— with which to explain matters to 
the student. Such essentials can be foun^ in a modest 
number of*basic concepts that mark each discipline. 
These are presented in sepaj^te statements below, 
^ followed by a brief discussion of hoJi^concepts may be 
combined to provide an integrated approach' to the 
• teaching of economics and political scijnce^ 



1. An pconomics Framework for 

Analysis of Policy Issues- ^ 

It is useful to think of the concepts ^hat, form the 
basis for economic understanding in terms orseveral 
broad ''concept clpstersj'' The diagram providgd in 
Figure 1 (page 2) illustrates how these clusters and - 
various subclusters are combined to form a schematip 
framework for economics ctirricula^ and instruction, ^ 

E<^ery economy, however it may be organized, faces 
the fund amen lal problem that economic resources 
(natural resources, human resources, capital fgoods) 
are lilnited relative to the practically unHmited wants 



' A'dapted from the January 1977 unpublished report prepared by W. 
Lee Hansen, ChairmaiuFramewock Committee for ttle Joint Cout- 
cil on Economic Edi*^on Master CuVriculum Project. 



of people irf the economy. How people allocate these 
resources among many competing human wants varies 
greatly among different economic systems. One broad 
class of systems solves this complex problem laTgaly 
by reliance on tradition (e.g., some ^'underdeveloped" 
economies), another one by- '^command'' (e.g., the 
centralized economies like China and the U.S,S,R.)* 
and a third class by a decentralizfed market mechanism 
(e.g., the U.S. and most Western European nations). 
In reality, most economies are mixed in their use of the 
three approaches and in thaecontmic institutions they 
have developed; and the approaches and institutions 
change with the passage of time. We focus primarily 
on the American econon\ic system, but it is important 
to recogniie that other systems face the same central 
economic problem otscarcity, ah hough they deal witli 
it differently. - 

When examining any economic system it is helpful 
to look both at its parts (microeconomics) and the 
whole (macroeconomics) .\Jn microeconomics inde- 
pendent.elements can Be explored such as w^iat pfod- 
ucts are produced, how much "a firm produce^ how 
much income a family earns, or why corn prices are 
what they are. But some problemsjequire^n analysis 
of the economy as a whole and thus proceed from a 
macro perspective. Here economists examine aggre- 
gates such as general price leyel^, gross national 
products, employment levels, and other phenomena 
from a total economy perspective. 

In our largely private enterprise ecoiibmy (leaving 
government aside for a monient) corftpetitive market 
prtces are the dominant mechanism used to allocate 
scarce resources. Perfect competition rarely exists in 
the real world, but the competifive market provides us 
withal medekof how markets should" work when no 
individual isW big eno\igh part of the total market to 
have any personal influence on market price. 
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• FIGURE 1 * 

- , Framework for Analysis of Economic Policies and Issues 

Systematic ^alysis 6/ economic poUcies requires; , ' ' 



IDENTIFICATION OF ISSUES 



7 " V ' 



Issues Pertaining to 



Market vs. Government 
Action 



Issues PCTtafninf to 
~ — -the Overall— 



Performance of the 
Economy ^ 



Issues Pertaining to 
— Distribution-of— - 
Income 



IInOWLEDGE & APPLICAf ION OF BASIC ECONOMIC G0NCE|TS 



The Economic Problem 



J which arises from scarcity and the need for choice, and n&c^ssitqtes )he development of 



Economic Systems 



for resolving problems and Issues dealing with what to produce, how to ^duce, how 
much to produce, and hmv to distribute the frtdts of productionK 



Microeconomics: Resource Allocation, 
Incorne Distribution, etc. 



and 



NJacroeconomifs: Economic 
Stability and Growth, etc*. 



I' 



KNOWLEDGK OF ECONOMIC INSTITUTIONS 



which provides the factual and behavioral background needed to apply economic concepts 



EVALUATION OF ECONOMIC ACTIONS AND POLICIES 

" " J' . • ^ 

whi^ii necessitates distinguishing between 



Questions of Fact er PreaRtion and Questions of Judgment or Values 



by jipplying 



Measurement Concepts 



for assessing economic perfofmance; 
identifying 



Goals/Values 



to 'he used as cnteria for evaluating policy alternatives 
dnd ' ' 

weighing policy choice^ in terms of 



( 



Trade-offs Among Goals 
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, Busindsses, in striving to make profits, try to pro- * 
duce at the lowest postible cost tHose goods and 
services that consumers are willing and^^ble to buy. In 
some cases, they also seek to influetice consider 
demands through advertising and bt her selling ac-^ 
tivities. Producers, in trying to ma^Mgiizrprofifs, draw 
* productive resources (such as labor, land and»machin- 
ery) ^to those epterprises where they will contribute 
most^ meetiiig consumer demands. While d oing so, - 



busyiesses pay out incomes to workers, landowners 
and other suppliers of productive services who,are also 
tryihg.to maxjmize theif economic returns by getting 
the b^ ppasible value or price for what they have to 
offer. vWese UrcOmes, in turn, make it possible -for 
income-receivqr|/to bid for goods they want, Thu^ 
.marktts, in which prices rise and fall in response to 
changing demands antl supplies, provide the 
mechanism which links together consumers and busi= 
nesses, each seeking to make the best of their position 
and abilities, yet each dependent rfpon the other. In 
economics, this is described as a circular flow model pf 
the economic system. Individuals and businesses who 
save part of their income and make these savings 
available for investmerit in new productive fticilities or 
in human beings increase society's capacity to produce 
in future years.* As a result anothl^circular flow'exists, . 
connecting those having funds to invest and those 
seeking investment of funds, % 

Individual freedom of cho^e is centnil to the way 
the largely decentralized, market-directed American 
economy defines its goals and allocates its limited^- 
resources. BuKthese individual f t-o n n m ^ n f f h^^- » n ^ 
sumer, wage-earner, .investor and Wisinessperson, are 
limited by Jaj^s and by' social institutions ibr the 
protecti@frC5frhe individual and society. Thus, marketi^ 
and prices, reflecting "shifting demand and supply 
conditions, are the main regulatw^ofthe allocation of 
scarce resources in the production of the most desired 
goods and services: ^but governments, unjuns. traUt* 
associations and other institutions help to set and- 
enforce the rules under which tfompctjtion lakcs^place, 
and sometimes participate actively in the processes ot 
production and distribution. ^ " 

There are two 'general types of queries fundamental 
to understanding policy issues. One concerns qiies- 
tions of ' fact or prediction: Wluit is known about 
economic behavior? Or, if^wc undertake some action, 
what will be iht predicted effects? Jhe other type 
concerns questions of judgment or values: Wluit ou^ht 
to he done to alter economic behavioiw? Should we 
undertake a particular policy or not. given that various 
people and groups may be differently afl'ectefr? Th^^ 
failure to 'distinguish between questions of h7^(// is and 
what ou^fu io he is the cause of endless contus44)n and 
'can lead to inappropiiate policy analysis. 

As we sort through the vast array of questityns and 
issues coming^at us from newspapers, television, polit- 
ical campaigns, and our involvement in economic life, 
we fmd that most of them can be grouped into the 
tbllowing three broad categories; 



' One major set ofissue^cancems the jr^i^t^ttaiie W * 

private market^ forces and collectiye goveriimental 
actions. On these issues we are interested in knowing 
*'what happens/' or wfiat is likely to Happen, in ■ 
res'ponselo a change in the'demand for^ supply of, and 
resulting pnce. of irtdividual goods^ttd sefvuc€s..To^ 
changes in the lupply and demand for labor and* \ 
capital? To neVv^ de'Oel^pmentsMn technDlogy? These 
questions CtUt for a descrifitibn of how the total " 

"econornie ^iem or rrrp^fs" Behave under^OTdttlOTs~"^ 
of frercompetition an^arying degrees of re^riction. 
Another, r^ted set of Questions pertains tj> '' what 
ought to be^oone/* "What ought to be done when 
pedpfe don't^lifife the higher prices they must pay for 
individual products <e,g,, oil, gasoline, sugar or cof- 
fee)? This involve^ thinking about whether^to rely^ 
u^i the operation of market forces or to rely upon 
collective action via government polic/*suc?h as: price 
ceilings, rationing, special ta^es, regulation (e.g., 
truth-m-lending laws, environmental controls), and tjie 
like. Knother way of phrasing th^ question is: When 
''should" djrect government action be used to allocate 
resources differently from; the way the price system 
would allocate them? For example; should Ipcal/jgov- 
elnmdnt^act to allocate energy sources, such as oil or 
gUs? Should government continue to subsidize ship-, 

-^building, farming? Most^of these questions concern 
economip efficiency. To consider appropriate public 
policy' about such questions, one must first identify the 

■-. coxisequences^'of choices, analyze them relative \p 
desired results and values, and then make wha^ is 
believed to be the most favorable policy decision. But 
other qu^ioris of collective action relate closely to 
economic equity* For example, should government 
raise gasoline taxes or use^ a direct quota rationing 
^system to allocyte relatively limited gasoline supplies? 

^3 former means that people with lo^wer in^^omes will 
be made relatively worse oft' while, the latter provides 
equal amounts of gasoline to everyone, irrespective ^f 

^ their need or ability to py 



Another important l at^usy -i)J issues relates to the 
ecomffny s overall perfhrmaneeUiS reflected hS\the 
rates of inflation, iinenrployulent and economic 
i^rowth. "What /causes" inflation? What ^'causes" 
unemployment^ Whaf '^should be done" about infla- 
tion or unemployment? What^ policies should be pur- 
sueti when unemployment and inflatibn exist -simul- 
tarteously? There is an obvious overlap between these 
issues and those mentioned 'above in (Explaining recent 
inflation and unemployment. What ''causes" 
economic growth? What are-some bf the benefits *and 
costs of economic gro)vth? What is the long-run rela- 
tio^'ship between economic growth and resources?^ 
Between economic growth, population and employ;- 
ment? Between Ci^onumic growth imd the envfron- 
ment?^^hat is ?the ^^appropriate'V rate* of growth? 
*Should We attemptto^Jsee^i up or slow' dowm economic 
growth, or pu!^^|^*d 'Mio-growth" policy? What is the 
best way to infptenlent our policies?\^ 
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A third majpr category of issues relates to the distri- 
bution of income produced bu the operatimi of rnarket 

forces and the redistributive effects of government 
actioti. Again, it is important to separate **is" from 
* * should be' ' issues . What * Ms' ' thi current distribution 
of income? What produces this distribution? T© what 
extent does this distribution perpetuate itself7 What is 
the effect of existing and of proposed go*vernment 
policies on income distribution? ''Should'' policies be 
adopted that are designed explicitly to ^ange the 
distribution of income or 'economic well-being? 
^'Should'* the tax structure be made more or less 
progressive? '"Shoulcl'' schools continue to bctl= 
nanced' largely by propferty .t^xes? Should policies 
designed to improve econ^iic efficiency be adopted if 
they affecPH^ distribufion of income? Should gov- 
ernment subsidize the housing of elderly and low- 
income renters? Tljese issues appear TO^^ be. either 
openly or submerged just BeloU' the swN^ce, critical to 
virtually all the questions pQsed above. They come up^ 

*ijni ahy ^yaluutiun t>f how the market system works, in 
uetermining whfether collective decisions alter individ- 
ual econornic decisions, and in assessing the extent to 
which inflation, unemployment and growth affect 'the 
general well-being of the population. Who gUins and 
Who loses, and who should gain and who should lose, 
best summarizes what is at stake hece. 

There are several reasons why unequivocal answers 
to these and similar queHtions are not readily available. 
Economic systems are abmplex, and an understanding 

"of these systems requires a conceptual framework, 
factual and cultural information, the application of 
analysis, the making of judgments, and the determina- 
tion of action to be ta*ken. Morepytr, our ability to 
know exactly how effectively the economy and its 
components function, is limited by difficulties in obtain- 
ing accurate and timely jneasurements of economic 
activity. Finally, a Variety of unanticipated events 
affects economic activity, and thereby makes it dif- 
ficult to predict accurately the results of specific 
economic decisions. Unlike the physical sciences, 
carefully controlled experimc^nts are difficult to under- 
take in economics, 

Even if our understanding of the economy and 
economic decision-making were vastly improved, we 
still could not expect all disagreements on economic 
issufes and questions to be eliminated. Certainly, some 
disagreements will be resolved as our understand= 
ing is increased; many disagreements will persist, 
however, because of differences in judgments abtnit 
the actual or predicted efteci of specific deuisions; and 
still others will remain because ii^dividual economists, 
as do most individuals, adhere to different sets of 
values/ 

The heart of economics is^ decision-making— 
choosing among alternatives. But economic decisions 
are not made in a vacuum. Rather, they are made in 
the light of u set of goals. These goals vary from one 
5?ociely to another, from one group to another within a 
society, and from one individual to another within a 
group. Among the goals most evident in the modern 
world and parricularly in American society iire free- 



dom, economic 'efnsiency, equity, security, stability 
(full employment and t^e absence of inflation) and 
-economic pro'gress. ' 

Economic decision-making entails the opportunity 
coSt principle. When decisions are made to use scarce 
resDuroes to produce particular foods bp services; 
opportunity costs refer to what must bp given up, i,e,, 
j opporturuties forgone, A decision to produce one « 
good means giving up the possibility-Vof prpdUcing 
something- else. Thus;, the opportumty cdst— what 
could have beeff produced, with the resources 
instead— is ^t he cost ^f producing that good* For an 
individual, ^the opportunity cost of something pyr- 
chased* is the next best alternative which. must be 
forgone. For a society, it is the alternate uses to which 
.productive resources could have been put/ 

When a person or a group chooses one good instead 
of'dnother* it is making a trade-off — that is, it is trading . 
off less of yne thing for more/. of something else. 
Societ^y has to make trade-offs too, e,g.t between its 
need for more energy and its dfsire to preserve the 
environment, Essentially this involves cornparing the 
various costs and benefits of each Of the alternatives. 
It also involves determining how these ^osts and 
benefits will affect different groups within the 
economic system. 

Goals or criteria provide a means of evaluating the 
performance of not only an economic system ^md parts 
of it, but also of existing programs and, new policies 
under consideration. However, many of the goals 
conflict and difficult trade-offs have to be made. 
Examples are farm price supports, whieh promote 
secLy'ity but reduce efficiency: minimum wage laws, 
which can be thought of as equitable but n\ay increase 
teenage unemployment; and wage-price controls, 
which may restrain inflatiorh^ but also reduce efficiency 
and freedom. Economic analysis does not make value 
judgments in these policy areas, but it does help PJPple 
to understand the nature of the trade-offs so thatWhey 
can form their own judgments in the light of their own 
values. Perhaps, most importantly, it encourages use 
of a reasoned approach in dealing with controversial 
economic issues. 



A Political Science Framework for 
Anarysis of Policy Issues^ 

The political scientist uses certain mLyor concepts to 
find meaning in the world of politics. These concepts 
direct attention to the significant qualities of any 
political system and provide measures for how well it 
is working. As in other intellectual disciplines, there is 
considerable disagreement in political science about 
what things are important and how they should be 
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studied. Nevertheless, while political scientists might 
argue about exact definitions and preferred ap- 
proaches, the following concepts provide us with 
• working tools for political analysis. Each of the prob- 
lems we shall be addressing in this series is a problem 
of public policy, and thus its salution— or 
nonsolution— must involve political decision-making. 
These concepts Will provide us means for understand- 
ing this process., , ' h 

The first concept is authority. With this we refer to 
the legiiimacy that a political leader, or procedure, or 
pglicy lias, A political action* is authoritative to the 
' extent that it is accepted as right and proper by the 
commufiity it affects. Authority, therefore, is a rela- 
tionshi^ that arises hot from the will of governors but 
from belieft of the governed. What ^^glves^^ a political 
decision authority is usually us connectign with some 
bmic procedidre pv irutitutfon that , the community , 
views as a fundamental value. Often thisjs expressed 
by some historical event or document. For example, 
we say that the U,S, Constitution gives the President 
authority to command the ap^ed forces and the Con- 
gress authority ,to declare *war, while neither has 
authority to do both. 

Of course there are many kinds of authority— in art. 
science^ religion, ^nd so forth— all .involving standards 
of performance or truth. The distinclive aspect of 
political authority is its relationship to social power, 
'■^The state," we often say, embodies i^e authority to 
make **finar' decisions affecting socta! values: or. 
more specifically, to use coercive force. Political au- 
thority Is a tricky concept because it is often confused 
with power, and because its exercise almost always 
-means that some members of the community must do 
things they don't want to do. This complicates the 
quality of approval implied by authoritative acts. Au- 
thority wanes as this camplieation grows. 

Our second concept is power. Power is the capacity 
to get persons to do things they would not otherwise 
do, mih political power activating instrumentalities of 
collective sanctions—customarily the state, Ubvi^ 
. ously, power has many sources. It can come out of 
the mouth of a cannon'' or it can rest on such forces as 
love, money, oratory, knowledge or authority. Like 
authority, power is a relationship. It rests on shared 
values and unequal resources. Power is authoritative 
only when its exercise is accepted as legitimate by the 
community. When power goes beyond authority, deep 
conflicts occur in the community and governments 
must use more force and coercion to sustain them- 
selves and carry out policies. We ordinarily think of 
democratic government as a model in which power and 
authority overiap and where explicrt procedures of 
consent are used to determine authority. The distribu= 
tion (who has how much) and exercise of power are 
thus key factors in the way problems of public policy 
are handled in the political system. 

Although we have used the term public policy as if it 
were a simple and commonly understood concept, in 
recent years political scientists have given consideni- 
ble attention to its meaning and analysis: One reason 
for this is that it is often difficult to know when un^ 
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action is or is not part of a ''policy," and when 
nongovernmental institutions actually might be "mak- 
ing" policy. For our purposes, this third concept refess^ 
to patterns of action by government that are directed 
ar recognized social problems. Thus we think of public 
policy as not one but a series of actions having political 
authority and aimed at some coherent set of social 
need^Policy, therefore, is something that results from 
what government does, and that retlects the power, 
values and skills of the political community. 

In order to deal with the multiple group and individ= 
uai actions that go into policy-making, political scien- 
tists often use the concept of process. This refers to 
the dynamic relationships— especially the relation- 
ships of influence—among those who take part in the 
various steps through which policy is suggested, for- 
mutated, authorized, changed, and so forth, Some^ 
times the '^policy-making process" refers to what 
'happens in the political system as a whole, and some- 
times to actions leading to a particular policy, or set of 
policies. In either case, process is ^always active in 
nature, and the term emphasizes that governing or 
policy-making cannot be described adequately with 
formal structures of authority or power. 

This brings us to our fifth concept, institutions^ 
well-established and ^^structured'' patterns of be- 
havior through which power is exercised and gov- 
ernmental actions are taken. Congress, the Presidency 
and the Supreme Court; political parties, elections, 
regulatory agencies, and city councils— all are political 
institutions. Each such institution is composed of a 
distinct structure of rules, procedures, roles, expecta- 
tions and rewards; and it serves certain functions. In 
America institutional development is well advanced 
and policy-making is largely channeled through certain 
types of political institutions designed to ''produce^' 
policy. Since institutions are by definition well- 
established, and elements of their structure are often 
defined by formal rules (laws), political institutions 
tend to embody large amounts of authority in their 
respective areas of jurisdiction. Indeed, we often refer 
to persons who hold positions or '^offices" in govern- 
mental institutions as ^authorities." So strong is this 
, institutionalization that political activities outside of 
them are often viewed with suspicion, if not outright 
opposition, for example., street demonstrations, or 
demonstrations in courtrooms, are usually treated as 
highly controversial and ^^out of order" in the Ameri- 
.can community. 

Political institutions, therefore, tell us a lot about 
public policy-making. As embodiments of authority, 
they are preferred channels for political action and 
power. They ar© not only natural targets for those in 
the conrmunity v^ho wishio influence policies, but also 
are guides to who has ^wer in- the community. 
For example. Congressional committees are the focus 
of political activity on the part of those community 
interests over which the committees have jurisdiction, 
while these same committees usually become biased in 
ftivor of these same interests. The same thing happens 
to regulatory agencies. It is easy to see, therefore, that 
most policy processes occur in and around institu- 



tions. Moreover, important relationships develop be- 
tween political institutions and those of other types- 
economic institutions, for example, Business cor= 
porations, labor unions, and markets have close and 
complex ties to political institutions ranging from com= 
mittees of Congress and federal regulatory agencies 
to smalUtown governments. 

Our sixth and last concept is political panivipation. 
By this we mean activities that arc pari of political 
decision^making*— decisions supported by ihe povver 
and authority of the state. The first point tu be made 
about participatiofi is its diversity. Voting is probably 
the form of participation thai mi)sl Americanos would 
think of before any other, since free eleciions Lire an 
institution in America. Bui for those of us interested in 
public policy-making, other forms of participation arc 
more . useful—writing letters to Congressmen, dtrcci 
lobbying, or coniribuiions lo political campaigns, fur 
example. Bribing, or assassinathg. or providing m= 
formation to government officials are other t^xaniplcs. 
I hese remind us that some forms of participaiion are 
more legitimaie, more costly, and more ctteciive than 
others. 

A logical result of these things is the second point 
about participation: some menihcr^ of the con\numity 
participate more than others. Alihntigh it is not easy to 
summarize the enormously cumplicated natine t^f this 
point, as a 'rule those persons who have greater re- 
sources of wej.ilth, or skill, or stattis uan and do 

.participate more arfd with greatei effect than persons 
who have fewer of such resources. I he tact that this 
generalization can be made t\)r everv knovv n political 

- system has obvious implications for the distribution of 
power, the nature of policy-making, and the outcomes 
associated with policies. Democracies pride themselves 
on expanding participation, and this is a public value in 
the United States. Hven the general relationship 
between resources and participation remains. 
Moreover, some areas of policy-making have nn>re 
participation than others. For example, fewer .^\meri- 
cans ''decide ' the level of detcnsc expendiliires each 
year than wheie bridges will be built over inland 
waterways. Participation must be measured and 
judged not only in terms of amount, but also in terms 
of quality and breadth. Some men and women might 
paticipate with great intensity (and effect) in a icla= 
lively narrow area of policy, while others might partic- 
ipate over a wide range and with less effectiveness in 
any one area. Thus political participation is niany= 
faceted and complex. 

Looking back on the six concepts that we have 
singled out for special emphasis in thl; understanding 
and application of political science, we see that each 
one in itself h*^s a good chance of becoming an arena of 
controversy in the policy-making process; IDocs a 
particular policy represent an abuse, or a maldis- 
tribution, of power' ".^ Did the policy process wrongly 
exclude deserving groups in the community? Does 
government intervention constitute a '^niisuse of au= 
ihority ' or the abridgment of rights" for example'^ 
The reason for this is that these concepts not only 
involve the description iind analysis of politics, but the 



vvaluaiion of politics as well. Each can^^ith it 
values and standards—How much pow^^k good? 
What extent of authority is proper? Who shi^^ partic= 
ipate, and in %)m way'" And beyond this is the 
question of political effectiveness, the capacity of the0 
political system to act, to worl^^ad get things done. 
Remember that Mussolini was originally com- 
plimented because ';he go! the trains to run on time." 
(Which later turned out to be questionable.^So the 
effectiveness of a governing arrangement, or of a 
public'polijcy, also becomes (and hardly surprisingly) a 
criterion of value. 

Finally, we are left with the question, 'What is 
politics?'' Political (or '^public'M authority, power, 
process. pt)licy, institutions and participaiion all in- 
volve conflicts of value. Pulilics is the working out of 
these conflicts so that policies are maOe and govern- 
ments can Inunction. In democracies politics is marked 
by bargaining, compromise arid accommi^daiion, and it 
is this meaning of politics that is most common in 
America. In cases where there is policy unanirnity 
iihin a political community, there is no politics, while 
policies that are imposed on a community also have no 
place for politics. Politics, therefore, occurs where 
there is conflict over social policies and where these 
conflicts are resolved with a mhiinum of value loss to 
any particuhu interest. Some members of th^.^ commu= 
nity will win, others will lose. Some will gel more than 
others. But the gains and losses wmII be limited by the 
pi'ocess of politics. Poliiics \s often looked upon as a 
necessary evil, with suspiciim and skepticism. Bui as 
yod consider the different problems of public policy, 
and the conflicts and controversies over solutions thai 
divide the community, imagine what policy-making 
Would be without politics. It would be policy-making 
of . absolute unaniniity or absolute coercion, or both. 
"Neither of these is consistent with our basic ideals of 
i^^ndividualily and the free and vigorutis expression of 
ideas. 



3* Integrating Economics and 
Political Science 

While economics and political science are separate 
disciplines, it is important to keep in mind that they 
have much in common, and that in effeciive analyses 
of public, policy they almost always must be used 
together. Indeed, "Political Economy'' has a long and 
distinguished tradition as an intellectual discipline it- 
self The similarities and differences between econom- 
ics and political science are summarized in Figure 2. 

Both economics and political science are concerned 
with human values, and with the decisions about these 
values that have social consequences. Both disciplines 
are social sciences, ^hich means that both have simi= 
lar standards of scieniifie logic, evidence collection, 
and the construction of theory. In short, they share a 
common emphasis on verified explanations of pattcins 
of social life. Both, therefore, are concerned- with 
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FIGURE 2 

THE SUBJECT MATTER OF POLITICAL iCONOMY: 
A Framework for Analysis of Political-Economic Policies and Issues 
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FOUNDATION 



THE ECONOMIC PROBLEM 

(Wants > Resources =^ Scarcity, i.e., our wants exceed 
avaitable resoufces and therefore scarcity exists) 



THE POLITICAL PROBLEM 
(Conflicts of intifiSt) . 



employs its resources (human* capitals natural* time) productively 
for the fulfillmeht of hur^an wants. 



Economics is a study of how a society dec4des= 

a. What to produce (i.e., svhai wants to fulfill) and h«w 
much to produce 



THUS 

L Political economy is the study of the methods by which society-- 

I f resolves conflicts of Itiieresi over the authoritative allocation of 
I values: thus a study of power. 

Toward these ends ^ 

Politics is a study of how a society decides^ — 

a. What goal values are to be sought and given authority 



b. How to produce most efficiently (i.e., how to allocate 
resources most productively to their alternative possible uses) 

c. = Fpp whom to produce (i.e.* who is to get what and how much 

and how is this to be decided) 



b. How societies are to be organized for the pursuit aad use of 
j^wer and authority (i.e.* mechanisms for resolving connict= 
ing values* achieving social goals) • 

Q. For whom the organization exists (i,e^, who gets what; whose 
goals are served?) / 



IL Political economy is the study of social problems relating both to the functioning of the organization as a whole and 
to its particular institutions. ^ 

Both Economics and PtsUtiLul Scknc^ usuully umpluy i\ pruhlcms approach involving four steps 

a. pefinfilon of the Problem— What desired goals arc believed to be inadequately served by existing institutions? ^ 
How does *^what is" conftiet with what many think **ought to be"? 

Politics is concerned with problems relating particularly^ the goals 

of— 



Economics is concerned with problems relating particularly to the goals 
of^ 

1 . Efficiency and pfoductivity 

2. Growth 

3. Stability (both full employment and general price stability) 

4. Security 

5. Equify in the distribution of income 



1 . Justice in the exerc-ise of power 

2. Equity in the distribution of power (income* deference, 
security* influence) 

3. Freedom (both limits on the use of power and access to 
resources needed to realize individual poicniial). 

4. Effectiveness 



b. Linder^iandlng the prpblem=What concepts* what analytical tools, what facts do economics and political 
science have to contribute to an understanding of the problem and its proposed solutions? 



What do we know about how productively resources are being em= 
ployed for the fulfillment of human wants related to the problem gnd 
the consequences for other values? 



What do we know about value conflicts (i.e=, conflicts of interest) 
related to the problem, how they are being resolved* and the resulting 
allocation and use of power? . 



Public policy allenialives=What are their economic and political irtiplications? How may citizens* as individuals 
and groups* influence policy decision=making? 

Who is proposing what and why? How does private inierest relate to 
publicjnterest? What are the probable consequences for the political 
goals identified above? 

Thus- what policy alternatives will bring the greatest net realization of values? 



What will be the probable consequences, both in the short run and long 
run (the seen effects and the unseen), for the economic goals stated 
above? 



I.e.* a more optimal allocation (use) of resources (so that their 
marginal value products in all alternative uses are equal). 



I.e., resolution of the problem with a minimum value loss to any partici- 
pant and a maximum value gain to all. ^ 



Which policy alternative is most compatible with one's economic philosophy (i.e., one's view of the 
proper role of governmeni in rfclation to the economy)? 



Should governmeni S role in Ihc CLOiinmy be expanded or cruilf acted, 
I f so* whcrei* 



Can governnieni bc^ cflqctively organi/ed to serve the roles assigned 
io it? How? 



d. Acticm— Mow may one impleineni tine'^ ucws? 

How does one act as consumer, producer* as a member of an interest 
group to bring about desired changes? ^ 



How may one as a citizen or leader pariicipate in politics to be most 
effective in bringing about desired changes? 
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social problems. See Part II in Figure 2 for a summary 
of the four steps in a rational approach to the study of . 
social problems. ^ * 

But th& two disciplines differ in their framework fur 
analysis, institutions, fundamental concepts, and the 
type of evidence or "data" they most commonly 
employ. Economists and political scientists have 
therefore developed different ar^as of expertise. 
Economists are experts on the vast array of stable and 
changing conditions that are related to the distribution 
and exchange of goods and services. They concentrate 
their attention on the institutions or arenas where 
these economic decij^ions take place. The most notable 
of these are what economists call 'markets/' with 
their component buyers and sellers. Their data are 
commonly in the form of units of economic value — 
nwney—umis that have the great advantage of preci- 
sion and comparability. 

Political scientists, on the other hand, are experts on 
the distribution and use of social power, and on the 
institutions through which that power is mobilized and 
made authoritative. Most notably. thcHe are institu- 
tions of government, political parlies, and elections. 
Since there are no me^ures of power or authority 
comparable 'to that of money and market vjilues, 
political scientists use various forms of data to study 
politics, including votes, opinion surveys, lavvs.^and 
judicial decisions. It is also true that just as ecoriomists 
recognize that actions of government affect ecuhontic 
conditions directly and indirccUy, political scientists 
know that economic resources arc resources ot social 
power, and that economic issues are a miijor element 
of politics. 

Insoftir as alternative social goals can he 'assigned 



economic values, and markets exist in which these 
values can be expressed and measured, ecoTiomic 
processes and analyses are effective means for achiev= 
ing social policies, Cost=banefit analysis remains a 
classic way to choose among alternative human values 
and policy goals, 

When, however, human values cannot be measured 
as ^'economic goods," or when markets areTor some 
reasons (such as monopolies) not effective in their 
pricing and distribution functions, pen policy deci- 
sions tend to be 'moved from Mie"\conomic to the 
political arena. The realm of politics can encompass 
conflicls among ^^Iternative human values and social 
goals of all sorts, with the resulting policies being 
enforced through the power and raithority of govern- 
ment. For each of the social prayipms.:^W"eated ia this 
serie^. you will find it interesting to observe how both 
economic and political factors contribute to both the 
causes and possible solutions of the problems, and 
how economists and political scientists analyze, in 
their own ways, what the problems are and how they 
-might be solved. ^ - ' 

While we recogrtize the importance of the othef 
social sciences and the extent to which they enhance 
one's understanding of public problems and issues, our 
aim=here is to combine only two of these disciplines, 
economics and political science. The teacher resource 
^materials contained in.thU and other units in the series 
provide concrete illustrations of how economics and 
political science may be combined for purposes of 
enabling students (1) to analyze and understand policy 
issues and (2) to participate effectively in the political 
process through which policy alternatives are exam= 
ined. promoted and acted upon. 
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The 

Has government regulation of the economy 
achieved its stated purposes such as price competition, 
consumer protection, a dleaner environment? What 
have been the benefits, costs and consequences of 
regulatory policies? These are some of the fundamf n- 
tal issues of goverrwrient regulatory pplicies. 

They are significant issues because regulation af 
fects the quality of life for every citizen. It influences 
'4he price one pays for the most basic aecessities, as 
well as for nonessajitials; it influences the extent and 
quality of services available; it provides protection for 
'the consumer and the general public. 

American business and labor operate within a com- 
plex web of national, state and local governmental 
regulations. Thq^se enactments follow no single philos- 
ophy or methodological plan and they are not cobrdi- 
nated at either the natio&al or state levels. Rather, 
these policies have grown up over the years as prag= 
matie response| to specific socioeconomic problems 
and political pressures. The economic and social objec- 
tives sought by regulation have been diverse, including 
lower prices, preservation and strengthehing of essen- 
tial industries, protection from^ consumer fraud; and 
consumer and public safety. . ^ ^ 

.Because regulatory policies bestow costs and^bilie- 
fits on various segments of society, the extent and 
nature of regulation have been and continue to be 
major sources of controversy among the contending 
forces of American life. In the 1970s the focus of 
attention has been on the issue of "deregulation,'' tht^t 
is, the elimination, reduction and restructuring of 
existing regulations, A diverse constellation of forces 
has joined this cause—for example, former President 
Gerald ' Ford, conservative economisj^ liberal Con- 
gressmen, the media, Ralph Nader. Common Cause, 
populist academics, and The Wall Street JonmaL As 
might be expected, the various elements of this diverse 



IS wuuit^ 

id ^oth t 
/ " tipn" 
^ up the 



grouping see in "deregulation" quite' different poten- 
tial benefits/Gerald Ford and some'^businessmen vieM^ 
"'deregulation'' as a way to liberate business 'enter- 
prises^ from ^'regulatory bondage^ that t)as inhibited 
economic growth, efficiency and innovation. At the 
same time, Mr, Ford and Ralph Nader have asserted 
that excessive and outmoded regujations are tostihg 
the citizenry billions yearly in additional cpsts for the 
commodities they buy. ^^Deregulatiorf/' they believe, 
woul4i"result in savings for the consumer. Others on 
the^ideologicar leftSaad right see in ^^deregula- 
and regulatory reform an opportunity to break 
p tne pattern of capture'' which they assert exists in 
most regulated industries. This is a situation in whrch 
the regulatory agencies eventually becon^captiyes of 
theirjuffiness constituencies so that regulation ionsti- 
tut^ a gOYernmeflt-busmess conspiracy against the 
consumer. - , 

In spite of the ir^ipressive endorsements which "de- 
regulation"'^ has' received, political observers give ad-^ 
ministrative rand legislative proposals for deregulation' 
little -chance of being promulgated or enacted. Within 
the busines^s and labor communities, Congress and (he 
regulatory bureaucracy the oppositioit to change* is 
intense, . ^ ..^ 

This struggle over ''deregulation" has* tended to 
mask the continuing battle which other groutis ape 
waging to expand the scope of government regulation. 
Particularly active are the environmentalists.who insist 
that more stringent regulations are needed to prevent' 
the despQiling of our natural .resources and the newly 
emerging consumerists. In addition, various rndustry 
groups confronted with specialized problems cpntlnue 
to press for relatively narrow regulatory prograrns to 
alleviate their particular source of distress (e.g.,. the 
demand of meat-packers that the government reiqUijr^ 
all packers to be bonded against financial loss); ; 
In all the controversies surrounding regulation, the 
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■ — 4: 



ing; . 



L Are the objectives of existing or proposed regula= 

tions desirablfe? 
2, What are or will be ^the benefits, costs and 

consequertces of regulatory poHcies'-- 
3! Are the existing or proposed regulatory policies 

eflFicient, i.e., do they achieve desirable objectives 

at minimal cost?* ' 
4, ' Are the existing or proposed ^regulatory poLicies ; - 

equitable, i.e,, do they^reat those subject to the 

regulaiions fairly on the basis of rules krjown in^ 

advance and applicable to all?^ 

^ ' ^_ 

The regulatory process is so compjex and pervasfVe 
that most major industries will find aspects of i\^^\r 
activities regulated by all rtiree fcvels of government. 
Which level of government performst selected regula- 
tory functions depends on a number of legal and 
political factors/Thus, :the federal government, by 
virtue of its constitutional authority, has jurisdictio'h 
over industries and unions engaged in interstate com- 
merce. State and local governments tiave jurisdiction 
over intrastate commerce. In actual practice, how- 
ever, the distinction beftween inter- and intrastate 
commerce is murky and the Congress, with Supreme' 
Court approval, has left .niajOF areas of intersuAe 
commerce to the states to regulate (e.g.. insurante). 

' Political considerations also- play a major role in de- 
termining which level of government will peifnrm 
regulatory functions. Some intercs|s in American lite 
believe that they' have moFe influence at the national 
leveNand hence prefer to have regulation pertormed by 
federal officials. Labor unions, for example, have 
traditionally preferr^ federal regulation and protec- 
tion as opposed to state regulatioli. ^y contrast, many 
industries think that their interests are better served by 
s^ite regulation^ at which level they have greater 
influence. Th6 locus gf regulatory machinery^therefore 
often reflects the outcome of a power struggK: among 
contending interests in the political arena. 

Taking place as it does at all levels of government, 
regulation of the economy is a fragmented and uncoor= 
dinated s^eries of different policies designed to achieve 
a variety of economic and ^ocral objectives. 

In approaching these issues, .we will be concerned 

. primarily with regulation ofyhe economy by the fed- 
eral government. This national level emphasis reflects 
the fact >that more is known about regulation at this 

. level, and the greater economic impact of federal 
regulatory ptolicies. There remains, however, a vast 
area of regulation which^s handled primarily at th^ 
state and local levels. For example, the bulk of regulars 
tions pertaining to the public utilities, the insurance 
industry, and professional licensing arc adpiinistercd 
by state commissions and boards. Similarly, local 
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governments are engaged in a wide array of regulatiory ; 
; activities including health regulations, liquor licensing^ 
and building and zoning codes, / 

The Economic Rationale for Regulation \ ' ^ 

IntroductUm ^' ' ' . ' 

The\de^ate over the role of government regulation in 
our econemy is not between those who believe, in no 

^ reguiatory'force, and those who favor total regulation 

^b>^,govemment, but rather between those who favor a^ 
predominant role for competition as a, regulator, and 

, those who favor a greater roie for government. The 
major mofivating force in a market economy such as 

^ ourpwri^is sel^interest. not altruism. If there were no 
chep\^ whgitsoever— either from competition or from 
government— on this force of sfelf-interest, chaos 
would result, for each ecisnomic entity w'ith a 
mpnopoly position would atte'mpt to exact maxirnum 
^.profits/ wages, interest or rent for the product or 
:iSrvice be'ing %old. Certain economic units wguljd be. 
"^able to exact ^^cnts from the rest of us baset! on ^ 
their 'bargaining po^erpr strategic petition, rather than 
on ihelr-conlfjbution loathe econon^. Therefore, be- 
fore odeV^eiuii answer the. question of the Tole of 
gove|'nrtitfnt as regulator, in our economy, one must 
thoroughly understimd the regulatory rol& of competi- 
tion itself , 

As economists know, markei coqipetilion results 

• when there exists;^ ^ . . * 

1. a sufficient number of both buyers and sellers so 
that no one, or no small group, can control price. 

2. reasonably complete Information among the 
buyers (and sellers) as to the nature, price and 
availability of the given product. ^ . . . 

3. reasonably free^ entry into the Tnarket — for new 
producers or s^Jlers who may be attracted by the 
profits^eing earned, and for new buyers who 

. wish to purchase at the market price. 

Of course, all three of these requirecneats may be 
difficult to fulfill simultaneously in the real world, 
although there are many examples: agriculture, retail 
gasoline sales in many urban areas, specialized retail 
stores, etc. However, economists often refer to 
'^workable^^ or "Effective" competition, in which 
market prices oVer the longer run reflect both underly- 
ing individual demand and long-run supply conditions. 
Thus, in an industry such as the automobile industry, 
with a very limited^number of competing firms, we 
actualJy may find fairly vigorous competition in three 
WLrys: (I) the used-car marl^el cornpetition with the 
nw^-car market, '(2) nonprice competition such as 
adtlfnf something new to a product which a com- 
petitiur does not^haye, or con^^ing buyers of the 
superiority ofi^i product througrl|advertising, and (3) 
price and qualfty competition from tbreign auto man= 
ufacturers. The key questions are whether a given 
industry is meeting the demands of the consumer and 
whether the firms in it arc prevented from eaming 
unusual profits as a result of power to control the 
price that is charged for their individual products. 
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'' The effects of^rice confpeiition are to^fofce busi= 
ness firms to^pruduce prdducts'in the most JfflcieM 
methods passible and to seirihem nt the^ lowest possi- 
ble price, the penalties for not doing so ttre faUing 
profits an4, eveniually, extinction. In'nbnprice areits 
the effects are to put pressure on tirms io impt'ove ihe 
quality of fheir.productS and to prodiiCe new products 
desired by buyers. If a firm in a competitive firtdusiry 
either does not produce a gjven product efffciecttly . 
attempts 'to increase profits by raising prices^ibdl 
those charged by competjtors~<ir fails to pro^kjce the 
products derrianded by buyers^ — h will lose sales to its 
competitors. The prodess of competition has been 
referred to as one of "creative destruction/' because it 
(I) destroys inefficient firms by forcing them into 
bankruptcy, (2) forces the other firms creatively Jto- 
introduce eftlcient methods of production and (3^ 
forces all firms to respond to' consumer demands. The 
more j.complete^ the competition/^ the sirt^ger those 
forces are which make pVbdueers accountable la ctin = 
Sumers. , ■ ' ^ - . . , 

' ^ L Cant roll inu Niitunii Moni}pi)livs . The cippDsite 
of complete gompetition is ctMnplcte monopoly, which 
may be defined as a market in which there is a single 
seller. A goo^ example of a prurc monopoly is the Ideal 
telephone company, bus company or electric company 

* which actually has a public franchise to be the sole 
producer. Of course, an approximation iif monopcily or 
what we may call effective monopol>"can exist where a 
few sellers implicitly or explicitly conspire to raise 
prices, to allocate markets, t)r to avoid compeiiiicm 
otherwise. feFiie economic significanLC of mtmtipc)ly is 
that it permits the monopolist tt^ raise price above=— 
and lovver production quantity below~ihe eompelitive 
leveLy Without competitive pressure, the monupolist 
may also not develop new prtH.lucis oi neu prodnciivc 
t^chlniques. or may otherwise fail tu meei the demands 
of consumers. As one eci>nc)misi has put it, 
''monoptily is closed, cxclLisivc. unequaL rigid. C'tmi- 
petiiion is usually open, inclusive, fan . tlexible, efn = 
cient und equitable/' ^ While nionopgly, complete 'or 
partial, hurts ctmsumers and the economy as a vKhi>le. 
it helps the mtmopolists. TherefcHe. the ilvsbv to 
establish effective monopoly pov^ur is pervasive in 
market economies. While most ecunomie gi t)up^ in the 
economy pay lip-service to the desirability of competi- 
tion, they often attempt by their actions iti avoid 
comt^t^tition \ov themselwis and achieve a mti^ipoK 
positi^m "for themselves^A*)r their membership. In the 
United Slates many government acrions^tu regulate"- 
econo.mic behavior flow from the basic penceptu.)n thai 
competition is good and that uncontrolled m(.mt)pc)lv 
power is bad. 

l)i f fe rent t y pe s o f m o n o pc^ >' i e q m i e d i ffe i e n i to i m s 
of regulation. In certain indif^tries a single firm may he 
*able'to supply the entire market at lower unit costs 
than a number of competing firms due lu economies of 
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scale over'ftiie.- relevant out^t range. Such affirm 
^ termed a ''natural monopoly/' An example is a ^iblic 
utility. Since we^annot use eompeti<jon as an'effieieni 
. regulator in the cas^^public utiliiJes, we have turned 
to governnient regUlmion*'af rates and services. Com- 
petitit)n in electric power, gas, telephones and water is 
inherently difficult.., Imjigine four or tjve telepl\t)ne 
_ companies serving each home and business i^l given 
Icity with separate line^ yet this would be a rfiinimum 
necessity tbr-com petition in the industry. On the other 
han^. an^uncontroUed .utility supplying all phone sei^ 
vice in the' same city wouL3 be able to charge ex- 
trenWl'y high prices and earp a ve^y higffl return on 
investmq^nt by ^firtue of being the soJe seller. Thercv 
fore, city /state or federal comrnissions regulate 'natu- 
ral nV^nopolies in an attempt to getjougfily jhe same 
evel of service and prices which we would get if 
competition were the regulator. ^ : ' \ 
While governaienl cegujation of public uttlities may! 
,be u bettt'r allernative >han uncontrolled monopoly, it 
'4^ by no means i\n idealr'solution^nd several Uisad van- 
tages are afjpureni. FirsK effective regulatVn depends 
on information available Jc^ the regulators. This is often 
difficult to obtain anti interpretAThe true cost of a 
public utility as well its costs Of capital are deter- 
mined only after lengthy hearings in which often 
neither the company c^msumers are satisfied. 
Second, it is^AlifficuU to determine whether thq regu- 
lated fn m is operating at— or evenjiear= — the efficiency 
of a competitive firm. si*nce no benchitlark flrm$ exist 
tor comparison. Proteptior\'of the siatu^ quo may be 
the main iiesult. Third, during times of rapidly rising 
prices, delays in> regulatory prdceedings may hold 
down regulated prjces and the firm s real capual may 
be diminished with lesultin^ deterioration of service. 

An alternative method of deahng* with a natural 
monopoly is public ownership. In tho. United States, 
that alternative has been used for the postal i^rv ice, 
^ t^he Tennessee Valley Aifthority. and nuclei*f\£lants 
. tiperated by ifie Alomic Energy Commission at the 
federal level, and electric^ wa^ or sewerage services^ 
at the comrj;HMiity leveL In many foreign countries 
there is widespread government ownership of the 
telephi ne, telegraph, electric, watc^r. petroleum, rail- 
road, bus and Airline Cijmpanies. Government own- 
ership of a natural nionopoly eliminates uncontrolled 
private monopoly ^power, but at the cost of other 
problems. It remtives the purely economic pressures 
of the^market but also, brings it under the wing of the 
government where it may be prcuected from public 
criticism and ecim^iic pressure to operate more effi= 
cientl^. Wfijle the rfjle of government j[\ our econon^ 
has been ex|ti?inding to include many freas of govern= 
men t' 'regulation and infervention, i^ has hardly ex- 
panded at all over the last 2()/years in the area^bf public 
ownership i)f industry. It appears unlikely that this 
trend will be significantly reversed in the foreseeable 
, fiiture. , ^ 

2 , Prcvcnfin^* Dcstnu five Catnpvtition . A second 
rationale for rcguhrting economic activity is the pre- 
vent i o n= of e xc os s i v e i> r d e s t r uC t^ ve c o ni pe t i t ion w h ic h 
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might actually lead to monopoWtLon b0l{e elimina=' 
tion of alPbut .ene seller. The imcrsVt^' Cpmmercii , 
Commission (1^C;C'.) was established Ta^gely to pre 
vent destructive'cbmpetition. It was iirgiied that unreg 
ulatid cdmpetitiort waS unworkable yi th^ ra ilroa fl 
feindoslry sinceysHce ^^ornpelllion vyhlch aftemp^ 
reach the full economies ^ of scale^ would re 
cufthroat competitiQfi anti widtsprpd losses^ 
ally eliminating ^he Weaker firms/ and thr estiroii^ 
nient of a mdnopo|y or eolluii^^-^ric^'agreementb , 
among the surviving firms, resulfirfg in^^iiigher prites / 
and poorer service f&r consumers. 'to. avoid this, ;the' 
LCC. w^s eslabli^hed^bolh to regulate railroad rates""^ 
and services apH promote the\heahh of^lie^industr^^ » 

chnological 



In * the first part Oj^this century 
advaace in the form of the trucking iAlustry brought^ 
strong copipetition to tfie^railroads, Rath^ thun de- 
regulat©ftne railroads arid re^um to the market controrpf 
effeffi^ competition/fhe^trucking indus*y was 
bfQUght^nder the regulalqry umbrella df thcf l,C.C., 
(fospite Dbjaction^^om truck^rs*^ (Today the trucking 
industry, liul the railroads, gen^aJJy opposes de^gu- 
lationO Tm rati6nale for r^ulating railroads and 
trucks was also used to regulat^ airlines and gaslines: 
contrpl destructive competitior< :^hil^ prayentihg^ 
monopoly power, In the case of airlines i^wa^main- ^ 
tained that limited access to airports, especially at 
desirable hours, created elements of a natural mo- 
^hopoly and that destructive^ competition among firms 
over profitable routes necessitated regLjIation, Thus, 
the Civil Aeronafltics Bolrd (C.A.B.) was created 
to regulate^ airline fares €nd ^assign routes. |n_the 
case o^^as* contend^ that limited access to^ 

transmission lines created a natural monopoly and the ' 
Federal ft^wer Commission (F.P.CJ was created. 
WhateWr"^' merit the argurpents for tr^^sportatioa 
^rfegulatibn niay ha^e had at one time, many econornists 
question both, the effectiveness of these commission^ 
and t+ie actual needjfor regulation under currenr 
technological and market condirions.vThe 1970 
Economic Report of the Prji^sideiit siimmarized this 
questionmg^as follow.^: 

Th^ American experience with regulation, despite 
notable achievements, has' had its disappointing 
aspects; Regulation has too often resulted in pro- 
tection of the status^^io. Entry is often blocked, 
prices are kept from falling, arid the industry 
becomes infJeuciblr "and insensitive to new 
techniquesjand opportunities ^for progress, Com= 
petition ca|i sometimes develop outside the juris- 
diction of a regulatory agency and make inroads 
^ on^ the regulated companies, threatening the|r 
profitabilil^ or even survival. In such cases, pres- 
sure is usually exerted to extend the regulatory 
umbrella to guard against this outside competi- 
tion, so that the problems of regulation multiply^ 
and detract frorri the original purpose of prevent- 
^g overpricing and LRiwanted side eP"ects.^ 

... .J-._.._.u 

^Evtmomic Reptm of the Pniskient (Washington. DX . 
ymmcnt Printing Office, 1970), p. 107, 



j\ StrengtheninQ C^mpetliion, In the cases p£ a 
natural morropoly ^r destruF^tive compelition.Jne a.n- 
perls likely to h/ 9 public utility commission dr other 
regulatory agency which^etermines prices and, ser- 
vices for a givBn indddfry^. However, in ;niny other 
sectors of die econolfTi^, monopoly may he neithgr 

raesirable riJr inevitable arid the governmeiltTesponse 
IS simply to lileiAtain and strengthenwcompetition. This 
was/thi^tfrnale^behind^the^antitnust laws (Sherman 

jAet^ of4890r tlayto& ^ct of a914r Federal Tr^de 

^:ommi^ion Ac^of 1914; Raynson Patman Act of 
>9J6, Antimei^Act or l?5t) Which prohibit, agree- 

^Imihls to fix prices% to^eiirain'tradfe, ^ to partiqipate 

- in rri^fge^ which jir^^t'lb'mpitition and^thus ^^^entually 
rrfise torices'/^he fKntitrusT ^Vision of the Department 

.of Jusljce an^the federal Trade Co^mmissin (F,J,C,)- 
are- thSv major adn^inlstering agencies. It' s^buld "be 
emphasised that the purpose of the amiti ust laws i^ r(ot 
to tell finns what to'pVoduce and .what tcVtharge but 

' rather to maintain competition so that competition 
itself will act as a regulatory force. 

Economists differ on the general desirabmty .of the 
antitrust H^EP^^^ch, At one exfreme,some economUts 
argue that jthe power of tbe large corpordjiions is 
necessary efficiency and innovation. As John Ken- ^ 
n^th GalbrSth. one^advocCte of this a|>prbach. has put 

T^e showpieces [of ou^ economic system] tere, 
' rare ^exceptio^is, the industries which Wre 

dominated by a handful of largerfirm^. The f^^rei^ 
visitor, brought to the Unfted States , visits 
^ the same firms as do attorneys of the Depart- 
^ ' ment of Jupice in their search for monopoly.^ 

At the other extreme, economists cite studies to' show 
that breaking upJarge firmsjn heavily concentrated 
industries would not reduce efficiency and'that stricter 
enforcement of the antitrust laws would be desirable. 
They argue that penalties have been too low and thai 
more vigorous and consistent enforcement is desirable. 
However, the consertsus among economists would 
probab^ be that monopoly power cannot be held to 
exist simply because industrial concentration reaches 
some arbitrary level. - and that eaclr* ease must be 
judged on ita own merits. ^ ' 

4. Restrktmg CompeUiion , Another type of regu- 
lation'of economic activity which is explained more by 
political muscle than economic theory is aimed at 
restricting competitipn^ Professor Milton Friedman, 
the well-known conservative economist, has said that 
^^businessmen want sdcialisna for themselves and free 
enterprise for everyone else/* One might weH«$ay the 
Slime for sfme trade unions, agriculture, teachers or 
almost any other organized economic group. While 
paying lip service to the desirability of competition, 
they often try to obtain governn^pt's help in protect- 
ing' them from , the discipline of competiton. It is 

^j. K. G'd\bmiih, A nwrk (in Capitalism (Boston; 'Houghlon=Mimin, 
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. usually asserted by^he^roponents of such regulatory 
phei^ies that'tKe national^i|)|prest requires' the preser= 
^ vatipn of certain t^pes ofJminomic enterprises^ such 
* a^sfnall businesses, famify farnis,^and so on. 

^^'Far&Trad^^'* legislation was an important exarnple 
* , . Oi a-sucQessfui effort tQ restrict competition. Faced 
i^th comp^HAn from chain^and discount storesi 
^ 5 smdependent retaiiers p0rsua^4 Congress to pass' 
T legisUtiori- itowing^ the states to enact legisl^itlon 
which ' prevented fetail/establishmfcnts from selling 
^ merchandise ^^vered by the law at lower than man-*.* 
uf^cturers' sugge^ed retail prices. (''Fair trade" legis- 
latior\ was repe^fed in 1975.) A $miilar example^ oT 
regulJftioD^ to restrict competitiorh is th^ C.upper= 
i Volsr|l^d|^ Act of 1922 which e^empt*^gricultural 
cooperat^ps from spejific provisions or the antitrust 
^ laws ^ndpermits them through agricultural m^rkdting 
orders to maintain specific commodity prices above 
^ ^ (Competitive Ifevels, A majority of economists probably' 
favors repeal of this general class oF laws which bring ^ 
hightr profits to specific economic groups by raisiog 
prices to th^ consumers. r ['^ 

vState and local governments have also been 
p^^'suaded— again through political' mL|scle, not 
' economi'c analysis= — to pass la^vs-whicn restrict entry 
and'permit price fixing in an jxtremely;broral range of ■ 
occupations ranging from.T^ repairmen to embaJmers 
and physicians to beauticia^*, Whatever the merits in 
a given case, this class of l^ws restricts competition 
and results in generally lower output of services and 
certainly higher prices to consumers. ^ 

' '5. Allocnitmg Vnspecifwd or Hi- Define d Froperty 
Rigfit^ A fifth rationale foi*^goyernment regulation in 
the ficenoAy Is that unspecified or ilUdefined property 
' rjght% make it necessary for* government to allocate ^ 
certain public resau^es to pre vent, their overuse. For 
* example, who should have the right to use the air= . 
waves for comin^^rcial broadcasting or telecasting? If 
there were'no Vestriction on the use of the airwaves. . 
the overuse would result in chaos. Therefore, in the 
case of the trirwaves the Federal Communications 
Commission (F:C.C j allocates the airwaves Rir use of 
both commercial radio and television. Fntry into 
commercial banking and the savings and luan> field is 
similarly allocated by the Federal Deposit Insur^rnce 
Corporation and the Federal Savirtgs and Loan lnsuj= 
ance Corporation. In each of these cases competition 
ajid entry is limited and the chartered corporation may 
gpin profits above competitive levels. Some 
economists have suggested that radio and television 
^ * licenses and bank charters^should be distributed by 
some form of competitive bidding, with the revenues 
from the bids to go into the public treasury. 

The rationale of unspecified^ or ifr4iyincd property 
. rights also applies to the environment. The nation has 
found in recent years th<|t business firms have polluted 
the air, water and land space to a degree thitt iriin-noi^he 
permitted to contiaue. Economists refer to this as a 
problem of ^'externaflties'' because the costs of enyi- 
ronmental pollution are not an internal cost of produc= 
tion to the firm.jiut are rather an external cost which is 



borne byrsocietyi For exampjs, if an aluminum firm 
^pollutes a sti^cam jn thf ^^ocess. of producing 
aluminum, this does ntot raise its costs of'isroduqtiom 
and, therefore, it fiices' no deterrent to continue tQ^do' 
so. Environmental pollution musi be d^eiTed^^in a 
manner that wfll insure tliat the benen\s of ^uch 
deterrence* are greater Jhan the costs. This 'can be 
acHjeved by reguJating the polluter, by laxlfig him 
directly, or by sjabsidizing him to stop his activity, 
Sp^ific ca.^es pm be cited in which each type 'of 
deterrence wofks better than the other two. Hence 
each type of poirution should be dealt with separateiy 
in terms of the benefits itnd costs of a given method of 
deterrence and^ccmtroL 

6. Protecting \SeHers mid Gotrsiiniers, /^.^.sixth 
rationale for government regulation of economic activ- 

, ity is the need to provide to consumers, or sellers, 
necessary information when the market fails to do so, 

y Information is.often expensive to collect but once 
collected can b^made available to everyone. In cases 
where it is difllcult#or expensi^ for a consumer or 
Seller ^personally to become a well-informed market - 
participant, the povemment ma^^p^orm this service 
for all consumers at once titrdTjgh regulation; For 
example, the Truth in Lending Act of 1969 requires 

^^lehders^to state in concise, honest and uniform lan- 
guage the actual costs an^ term^of consumer credit, A 
consumer who borrows money to purchase an au- 
tomobile m^ be willing to pay a very high rale of 

" irrterest to gS the cnedit, but cannot make an intelli- 
gent' decision unless he can determine the 'True'"* rate 
/wf interest. Similarty, since the purchasers of slocks 
and bonds find it difTlcult and expensive to secure full 
information on thd performance of a company which > 
affects the value of its stocks and bonds, the^Securities 
and Exchange Commission (S,E.C\) requires disclo- 
sure of certain information to investors, the result of 
which is to guard against ftil:.r financial statements and 
fraudulent transactions. 

Government regulation also seeks to protect the 
consumer c>r seller who has unequal bargaining power. 
The. National Labor Relations Act of 1935, for exam- 
pie, strengthened the righls of labor to organize and to 
bargain coUectively with employers in order to give 
labor a mofre equal amount of power in its struggles 
with management over wages and working conditions. 

In addition, regulation tries to protect consumers 
and workers from product dangers and industrial 
hazards where the private market does ibh in= 
adequately. The Federal Aeronautics Administration 
(F.A.A.) requires public air carriers and private 
airph^nes to meet extensive safety standards. The 
Coast Guard does the same thing f^^^astal water 
traffic. The F.T.C. has jurisdiction over unsafe con= 
sumer products, for instance inflammable sweaters. 
Every state has a motor vehicle department which 
licenses driver.Ssto operate on the public roads, and in 
many=..states inspects vehicles for safeness. The police 
enforce speed and other safe driving laws. Many 
pities, and counties, inspect and license restaurants 
and health establishments for sanitary conditions, and 
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rental housing for safety and adequacy of electrical 
systems, water, sewage/^nd even structural sound- 
ness? In the in^ustfiQl areas ihe fideral government's 
bepartment of L^bor administers the Occupatiori|l 
Safety and Health Adminis(ration which attempts to 
insure the safety of work places, 
' ^ In summary , the six^inajof rationales for government 
^ regiilaticci oreco|{Qm!c.a^tivity'have been ^t forth and 
may be^sWmari2W;a|J^llow 

^ff5r Regulation 




L 'ControUijig Natural Mon^olies 
. ,a. Bjmic utilities 

Government ownership ' , 

11, Preventing Destructive Competition . ' 
(elements of natural monopoly) * 

a. Interstate Commerce Commission ■ (railroads^. 

trucking) > - ' . 

b. Federal Power Commission (gas) ^ ^ 

c. Civil Aeronautics Board (airlines) 

d. ^Federal Reserve Board. Federal Deposit ln= 
^ surance Corp.. Federal Hdme Loan Bank 

Board (banks and thrift institutions) 

IIL Strengthening Competition 

a. Antitrust laws (Department of Justice and Fed- 
'^eral Trade Commission), 

4rv. Restricting Competition 

a. Retail price maintenance 

b. Patents, royalties, copyrights 

c. Occupational licensure and price fixing 

d. Farm policies 

V, Allocating Unspecified or llUDefined 
Property Rights 

a. Airwaves (Federal Communications Com= 
mision) 

b. Entry into commercial banking and savings 
and loan field (Federal Deposit Insurance 
Corp.) ' ^ 

c. Environmental protection (Environmental 
Protection Agency) 

VI, Protecting Sellers and Consumer^ 

a. Lack of information 

F Truth in lending (Federal Reserve System) 
2. Security dealings (Securities and Exchange 
Commission) 

b. Unequal bargaining power 

*1, National Labor Relations Board 
2, Maintenance of safely standards (Occupa- 
tional Safety and Health Administration, 
Federal Aeronautics Administration) 

c. Safety * , _ 

L Consumer Products Safely Commission 
2. Maintenance of safety standards (Occupa- 
^ tionaj^ Safety and Health Administration) 

The Political Environnient of Regulation 

The considerations cited above provide justifica- 



V — ^ • . " , ^ 

tions for government* regulation. But regulatory pro- 

\ . ' gramj^re not enacted becapse^of persuasive economic 
or |oaal argunifents.' Rather, they come into being 
becaiTse those advocatjhg a particular type*df regula- 
tion have beeof able to muster the necessary political 
power to pass legisl^^., Similarly, this legislation 
either stays on the statute 'books, is altered, or is 
rq^ealed depending upon the balance of political 
powqr. In like manner, regulatory statutes are adminis- 
tered in response to political pressures. Regulatory 
policy is then a reflection of tlie jroup struggle fo'r 

, political influence among regulated and unregulated 
industries, legislators, aoministrators. Presidents, and 
mass membership groups such as unions and those 

' * claiming to speak for consumer interests. Because the 
struggle for group advantage is centinuous, the extent 
^ and content of regulatory policy ^re constantly in a 

''^ stale of flux and controversy, Today's regulatory 
policies tire but interim decisions. %ey reflect only the 

^^^current balance of contending forces In the political 
■ arena that are seekirig to ?ihape reguratory policy, . 
In terms of the pdlilical causes' of. regulation there 
are two basic theories^ — the '^public interest" theory 
and the '^Helf-inte^est'' theory. According to the "pub- 
lic interest" theory, regulation results when lawmak- 
ers are mobilized by a broad social movement or 
acfivSed by a dramatic event or crisis. For example, 
securities' regulation followed the crash of the 1920s 
■and came while people were demanding reforms of 
business practices during the Depression. T§e "self^ 
interest" ^ theory asserts that regulation results when.an 
industry uses pqlitical influence to "obtain legal prof 
teqtion for itself or to impose legal burdens on its 
rivals." For example, the broadcasting industry sought ^ 
a regulatory commission in the 1920s to correct what 
were termed "chaotic conditions" in the industry. 
Scholars often dispute whether the "self-interest" or 
"public interest'" theory was operative in the creation 
of a particular regulatory agency. For example, it is 
asserted by some that the ICC was created -as a 
governmental response to the problems of small farm- 
ers and other shippers injured by monopolistic prichig, 
while others claim that the ICC was cremated iin re- 
sponse to railroads" desire for retention of ^c^rtel 
arrangements. However,.^ neither the "public" nor 
^^sel^interest" theory is adequate, Reguiation stems 
from, a variety of political causes and an understanding 
of why regulation occurs requirf s analysis of the 
circumstances surrounding the passage of regulatory 
legislation.*' 

A Cost-Benefit Approach in Analyzing Regulation 

James Q, Wilson has written that an understanding 
of the regulatory process also requires an analysis of 
how the costs and benefits of regulation are distributed , 
in society.- 



^'James Q. WilHun. ''The Pglitics of Ragulation.'" in James W! 
McKic. HiL. Sarial ResponsihlUty and thv Busltwss Predicament 
(WuHhington. D,C.: The Brookings InKtiiution. 1974), pp. 138=139. 

yhUL: ihi: materiul on the fbllowmg pages is adapted from pp, 
138=163 in McKie's boc^. 
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Costs can be considered widely distributed (e.g., 
when they are p^afd through higher taxes or higher 
prices); a cost can also be narrowiy concentrafed 
, (e.g., when a fte or restriction isjmposed on 
particular industry). * ^ 

Benefits can b& widely disirihuted (e.g., reduc- 
tions in the degree of fraud, safer products, lower 
prices); a benefit also may be narrowlx concen- 
' trated (e.g., a subsidy paid to an industry or 
restrictions^ on entry i;ito a line of business), 

A, Con dit ion s ^ o f Con cen tra te d Be h efits a n d D ff- 
fused Costs. When regulation .will result in concen- 
trated benefits* for a particular organlzable group and 
wide diffusion of the costs, organizations form to 
propose ^a regulatory arrangement to institutionalize 
the benefits. The regulatory arrangement will normally 
have the following characteristics: 

I, Elimination of price comp*^^^5n J 
- 2. Entry into the industry willoe restricted^ 

3, Organized beneficiaries will strongly intluence 
the regulatory agency 

Exhmples: State licensing boards, FCC, CAB 

B. Conditions of Com entrcited Benefits tind Con- 
centrated C(fsts. When both the benefits and custs of 
regulation are concentrated, the regulatory constraints 
normally arise out of competition between two or more 

^ organized interests. Such a political situation normally 
results in a regulatory process with the folluwing 
characteristics; ' 

1. ^Adoption of a charter spelling out the rights imd 
obligations of the parties. 

2. No one organized intciest will dummate the 
administrative structure on a permanent basis. 

3\ There will be continuingtefforts to amend the 
basic charter or legislation. 

4. The issues involved will be of high visibility and 
L both sides will seek to enlist allies. ; 

, Examples: ConOicts between labor and man= 
^ agerrient over labor p: fat ions and the policies 
pursued by the Hational Labor Relations Board 
(NLRB); the struggles between large and small 
retailers over retail price maintenance (fair trade 
laws); the battle between banks and saving and 
loan associations over regulation ot thrift mstitu- 
tions. 

CV Conditions of Diffused Benefits nnd Concen- 
trated Costs. Regulations have been imposed with 
increasing frequency on small organized interests that 
, benefit large numbers of persons, who are difficult to 
organize. Regulatory politics under these circimi- 
stances has the following charaeteristics: 

1, Enactment .of the regulatory legislation in these 
circumstances requires focusing public and Con- 
gressional attention on an evil and peistMiifying 
that evil in the form of an industry, organization 
or corporation. 



2; The regulation prpposed will be strong and there 
will be few incentives to accommodate the inter= 
ests involved*/ 

3. Because of the n?ed to mobilize broad support 
for the regulation* its content will be shaped as 
^ much by the political process involved in passage 
as by an analysis of the problem. 
Examples: Sf\erman Anti=Trust Act, Traffic and 
Motor Vehicle Safety Act^ truth-in-lending, 
truthnn-paeHaging, air and water pollution con- 
trol legislation. 

The NUture of the Rein4lat(}ry- Ftocess 

In all three of the conditions Jisted above, the, 
process of' regulation results in a multiplication of 
detailed constraints, often in the forrn of rules by the 
administering agency: 

1. in condition^ of qpVfcentrated benefits and dif- 
fused costs, the administering agency will seek* 
through administrative action to" protect the 
'heiUth'^ of jhe industry for 4he present and 
future by reducing uncertainty and providing 
protections from failure (e.g., ICC and common 
carriers, CAB and the airlines).' 

2. In conditions of concentrated benefits and costs. 
) the rules will multiply antj discretionary authority 

of administrators will expand as a result of the 
seesaw battle for agency domination (e.g., 
["abor^managertient struggles to control the 
NLRB). 

3. In conditions of diffused benefits and concen- 
trated costs, the agency will act to contain the 
behavior of an industry and thereby prevent the 
abuses that stimulated passage of the controlling 
legislation le.g.. Environmental Protection 
Agency restricijons on auto emissions). 

Industry compliance with regulatory rules is. en= 
ctuiraged when the rule to be enforced Js "highly 
visible, costs little, and entails no competitive disad- 
vantage/" An example of such a rule is the require-, 
meni that cigarettes carry a health warning on the 
package. Antitrust laws or air pollution restrictions 
have none of these charaeteristics and are much more 
difTicult to enforce. It has been found that large and 
prosperous firms tend to comply more readily than 
small and marginal firms because large firms are more 
politically vulnerable and visible.^ 

I fie Ai^efuies of Regul%ti{)n 

Governmental regulatory policy in the United States 
lacks centrlil direction and coordination, as well as a 
philosophy. This reflects the diverse purposes for 
which regulations were instituted, the wjde v^iriety, of 
interest groups seeking to influence policy, the three 
levels of government which have imposed regulations, 
and the multitude of governmental agencies carrying 
out legulatory functions. Bureaus, divisions and agen= 
cies within departments of the federal' executive 

"Ihiti.. p. [()} 
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branch, the courts, and independent regulatory agen^ ^ 
cies administer federal regulatory statutes. Particularly 
significant are the independent regulatory commis= ^ 
sions. These agencies are considered quasi- 
adiministrative and' quasi-judicial bodjes in that they ^ 
both administer statutes and also act to adjudicate 
dixies arising out of regulatory legislation. Federal 
independent regulatory commissions have the follow- ' ^ 
jTln^ characteristics: ^ 

They operate utder broad policy directives from. 
^ ^ ^ ^Congress, with authority to make rules mnd fssue 
^ , Orders to carry out the policy directives. 

T.'They^e multHnember panels, whose members ^ 

have lengthy and staggered terms. ^ 

3. Appoin\ments are made by the President and are 
subject, to senatorial confirmation. Regulatory 
convnissioners ma#' not be dismissed by either 
the President or Congress merely because these 
elected officials disagree with the policies pur- 
sued by a commissioner. ^ 

4. Such institutional arrangements are designed to 
i insulate commissions from the President and 

normal political influence, and to make the agen- 
cies independent. 

The commissions are Hot, however, truly mdepen- 
dent. Through the years it has been demonstrated that 
they are susceptible to congressional and presidential 
influence. But because the President. Congress and 
the public generaly do not often take an,active interest 
in regulator)^ policy, the commissions frequently tmd 
that they must cope with pressures brought to bear on 
them from' regulated groups/- 

; Regulated groups operate on a variety of political 
fronts simultaneously Mn seeking their policy bbjec- 

' tives. The congressional arena is particularly impor- 
tant because of Congress' authority to enact new 
regulatory legislation and amend existing statutes. 
Lobbyists for regulated groups therefore pay close 
attention to the work of congress j|ial committees with 
jurisdiciiofi over regulatory agencies, ^hey make for- 
mal presentations to the respective committees (as 
when legislation is being considered or oversight hear= 
ings are being conducted). But more importantly, they 
informally advise legislatcjrs and their staffs concern^ 
ing the impact of existing regulatory policies and ' 
proposed changes. Of course, they also urge legis- 
lators to ^dopt their viewpoint in as persuasive a 
manner as possible. This may involve mobilizing a 
legislator's constituents within a regulated Industry to 
press him for favorable action. Often, lobbyists shar- 
ing a common viewpoint with Congressmen and 
Senators work in tandem in the development of legisla- 
tion and to muster support for their programs. They 
also cooperate in generating publicity for their policy 
in those circumstances where sound strategy dictates 



'*For a group theory approach to the pcjlitical envirunmen! of 
independent regulatory commissions, see David B. Truman, Jhv 
Govenimemal Process (Ncvv York: Alfred A, Knopf, \M2), pp. 
416=421. 



the mtd for^arousing broad public support. Some- 
times, however, lobbyjsts and their congressional al- 
lies prefer, when dfcalihg with highly technical regula- 
tory matters, ^hat Ihf issues not become the focus of 
general public debate and concern,^ 

Regulated groups also work through the Congfess to 
exert influence on regulatory agencies. Most regula- 
tory agency personnel are extremely reluctant to go ^ ■ 
against the predominant sentiments of Representatives 
and Senators on the committees having jurisdiciion 
over their agencies. Among the s^tions available to 
the comrifrtttee members are the following^. (1) harsh, 
critical and disruptive investigatory hearings; (2) 
budgetary controls; (3) authority to recommend 
changes in the laws governing the agency; and, (4) in 
the case of Senate committees, action to recommend 
cortfirmation of agency personneK Because these sane- ' 
tions are always available, regulatory personnel tend 
to pay attention to congressional sentiments whethej 
expressed publicly on the floor of the House and 
Senate or privately,, Because congressional influence 
can be substantial, lobbyists frequently seek to exert 
intiuence on the regulatory agencies by working 
through legislators who agree with them on policy 
issues. Regulatory agency personnel quickly come to 
understand and can anticipate the political fallolit of 
their decisions and often act so as not to undermine 
needed congressional support for their agency. 

Interest groups also seek to exert influence through 
their relations with personnel in the executive branch. ^ 
The White House, like the Congress, has sanctions 
that it can exert against regulatory agencies. An ex-^ 
tremely powerful weapon available to the President, 
Cabinet officers and White ^House officials is pubWc 
criticism. Critical statements a'bout regulatory agen- 
cies are certain to gain widespread publicity. In addi- 
tion, the Administration can recommend legislative 
changes (to which Congress will almost be forced to 
give serious consideration) in statutes governing Regu- 
latory agencies. The President also influences the 
budget of an agency^ and he appoints and reappoints 
regulatory commissioners. Commissioners frequently 
find it extremely difficult to withstand expressions of ^ 
presidential lack of confidence In their work. Given 
this arsenal of weapons, it is not surprising that 
lobbyists for regulated groups often seek to convince 
Administration leaders of the correctness of their 
views. 

Regulated groups, of course, also have direct con- 
tact with their regulators. Formal procedures require 
that regulated groups be given an opportunity to pre- 
sent their case and provide information. In addition, the 
nature of regulatory work requires some informal 
contact and sharing of information between the regu- y 
lated groups and the personnel of regulatory agencies. 
As persons engaged in regulation quickly come to 
realize, all their decisions have political ramifications 
in terms of how regulated groups, interested segments 
of the public, Congress and the Administration will 
react. This frequently comes to be a consideration in 
^ regulatory decision-making. Working as they do in a 
highly politicized environment, regulators are fre- 
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quently forped to rely on a sense ©f anticipated reac=' 
tipns in determining what course of ictiort to follow, 
Controversial decisions of an agency can be sustained 
only if outside support is available, forinstance, from 
the President, congressional committees, the general 
public, or interest groups. What gives'special strength 
to interest groups is that their interest in regulatory 
policy nevfer waivers. Presidents, White House aides. 
Cabinet officers, Congressmen, Senators, and private 
citizens have many other interests thht compete for 
'their attenyon and therefore their interest in regulatony 
policy is infrequent and sporadic. Most regulatory 
commissioners therefore have incentives to pay atten= 
tion to the views of the groups which they are reflat- 
ing. 

The Cycle of Regulation 

Some students of the regulatory process believe that 
there is" a cycle through which regulatory agencies 
pass. ^Jarver H. Bernstein has described the life cycle 
as follows:'^ ^ , t 

Phase I: Gestation. A lengthy period is fre- 
quently required to generate the public attention to 
mobilize the political support for enactment. 1 his 
phase may takq as long as 20 years (e.g.. antitrust 
legislationi and it frequently occurs following or during 
a scandal or crisis. ' 

Phase 2: Youth. Agencies normally begin their 
careers as aggressive regulators with a crusading 
spirit. Their activities often stir considerable con- 
iroversy and sharp uiiacks from the regulated sector of 
the "economy. 

Phase 3: Maturity. As public interest in the regu= 
lations diminishes, the agency loses some of its ci usad= 
ihg spirit and adjusts to the conflicts among the parties 
involved. The agency becomes more concerned about 
protecting its own system and the status' quo. It 
becomes less a regulator and more of a manager of the 
industry it regulates. For example, ir is generally 
recognized that as the original support of farmers and 
small shippers for the Interstate Commerce Commis- 
sion diminished, the ICC became an integral part of the 
Tailroad industry, with a commitment to the welfare of 
that industry. * ^ 

Phase 4: Old At^e. At this point, the com'mission ^ 
contin.ues to work within the terms of an implicit 
operating arrangement with the regulatetl industry = Its 
routines tend to be fixed and it is status-quo oriented. 

Critics of the regulatory process contend that many 
regulatory agencies are now at the stage of cithci 
maturity or old age and that^heir policies and proce= 
dures are not appropriate for modern=day problerns. 
Others assert that many of the agencies^impose un- 
necessary and expensive restraints on business that 
result in a decrease in productivity and higher prices 
for consumers. 

"•Mnrvcr H, Burnstyin, ' Thu Lifu Cyulu of Kgyiiluloty t iuninis- 
sinns/' Chapiyr 3 in hih Rt'^uftUion iiusi/n's^ h\ hidvpendvui 
CommissUiit (Prinucion. N.J.: Priiicetun University Press, 1955). 

" " ' ' it 
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'^Have ihe^Re^ulators Been ''Captured*' Ay the 
Repdated or Vice Versa? - \ 

Many observers, such as iho^ espousing* the Jife 
cycle iKeory .noted above, as well as conservative 
economists and* radical hislorians^ believe that regu- 
lated industries tend to "capture" their regulators. 
This occurs, it is argued, because public interest tends 
to wanc'^-after the first Wave of enthusiasm for a. ne^ 
regulation. But thC' interest of the regulated industries, 
in regulatory policy is always intense and they therie- 

_ fore constantly use political pressures to gain influence 
over the regulatory agency. iThe success of reiulated 
industries and unions in gaining inQuenee over their 

.regulators, it is claimed, stems not only from a lack of 

^intinuing ^blic concern, but frorti the exposed posi- 
I tion of independent regulatory agencies. T^ese agen- 
cies aremot a part of the Executive .Branch.rand hence 
tannol expect presidential protectio'h and support if 
their rulings anger a regulated indiistry. Nor can^they 
necessarily expect Congress to pay much atteation to'^ 
their dViy-to=day regulatory rulings of support them iti 
controversies with a legislator's constituents. Lacking 
strong presidential or congressional support, the agen- 
cies often '.find it necessary to come to terms with the 
industry they regulate. 

Conditions which encourage "ca[2ture // " 

When goi^ern mental policy confers concentrated 
benefits on a smTill, organii^d iiegment of society 
and imposes widely distributed costs on a large 
difficult to organize^ ^egmiint of society, ''cap- 
ture is encouraged,^-' 

The Civil Aeronautics Board is perhaps the best 
example of the capture'' theory. The CAB has not 
allowed the chartering of a new^ trunk airline since the 
agency was created in 1938. Airline and industry union 
satisfaction with the status quo was demonstrated by 
their intense opposition to Ford Administration de- 
regulation proposals. The Ford plan would have let new 
and supplemental airlines compete with trunklines, 
and would have permitted trujiklines to compete more 
fully among themselves by expanding the routes 
trunklines could fiy without gaining prior CAB ap- 
proval. It should, however, be poir^ted out that in 
serving the "^industry it regulates, the CAB has been 
carrying outJts legislative mandate. AFter all. it was 
created at the request of the industry/ ^ 

rhe tiouble with the ' eapiure" theory of regulatton 
is that there is a striking array of cases where it does 
not apply. For example, it is unlikely to occur under 
the following conditions: 

Conditions which make capture'' less likely. 

When a regulatory agency was created out Of 
conflicts' between two organized sectors (concen- 
trated benefits and costs) and as the contending 

* '' 

''Wilson, ' 'Vhv Piilitics iif Rcgiilsition/' tjp. vit.. p. 158. 
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forces to influence the agency,/ •captur©" is less 
iikely to occur. Favoritism is likely to develop,, 
but the balance of power is unstable, e.g., labor 
and management efforts to Infldence the NLRB.^- 

^Pr6minent ■examples of **noncapture"' can eVen be 
found in conditions of concentrated costs and diffused 
^nefits. The Federal Power Commission is not under 
^he thumb of the natural gas producers . The FPC until 

^quite^ecentlyuhaslJbeea^dictatij[^ptw^^ 

below what the producers have been demanding and 
has probably been instrumental in discouraging do- 
mestic production. The ICC does not today favor the 
railroads, and as a result the/railroads have advocated 
deregulation. Nor do television stations that have lost 
their licenses, or networks that have been forced to 
reduce their prime viewing time consider themselves m 
control of the FCC, Indeed, there appears to be 
substantial evidence to support Irving Kristoi's obser- 
vation: 

! , . I have yet to meet an executive in a regulated 
industry . . . who had the impression that those 
i regulators irt Washington were really on his side . >^ 

James Q. Wilson has suggested' that the actual 
process of regulation operates roughly as follows: 

' ,1 , An agincy is established, sometimes with 
industry support and sometimes over industry 
objections, and "then gradually creates a regula- 
tory climate of its own: Certain firms will be 
helped by some of the ^^specifig regulatory de= 
cisions making up this climate, others will be hurt. 
But the industry as a whole will adjust to the 
climate and decide that the costs of shifting from 
the known hazards of regulation to the unknown 
ones of competition *are too great: it thus will 
come to defend the system,'^ 

Jhejfesponse of the transportation industry to Pres- 
- ident^Ford's proposals to introduce more competition 
into that economic sector seemed to confirm Wilson's 

- tonclusion. As noted above, the airlines and their 
unions are fighting deregulation. Similarly, the trucks 
ers and Teamsters are adamantly^: against permitting 

/ free entry into the trucking business a^dU allowing 
greater freedom to raise and lower truckers' rates. 

While the industry comes to accept and dele nd the 
certainties %at regulation provides, Wilson believes 
that the ^^agencies themselves . . become preoc- 
cupied with the details of regulation and the minuliae 
of cases . . trying by the slow manipulation of details 
to achieVe various particular effects that happen to 
commend themselves from time to time to various 
agency members."'^ Detailed studies of regulatory 
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' Mrving KristoL ^'Some Doubts About * Do Regiilaiion . Ine Wali 

Street Journal {OciobQT 20, W5). 
'■*Wnson, "The D«ad Hand of Regulation." cii.. p. 
pp. 47r48. , 



decisions of the FPC^ for Example, reveal no cojnsis- 
tent policy preference. 

It may well be that regulatory agencies are not so 
much industry-oriented or consumer-oriented as they 
are regulation-oriented." **They are in the regulation 
business, and regulate t^y will, with or withoui a 
rationale. If agencies have been ^captured' by any- 
body, it is probably by their staffs who have mastered 
the arcane details of rate setting and license grant- 
ing/^ '^ There is, for exam ple, no ev idenc e that the 
Antitrust Division of thFUepartment of Justice~^h"W 
operated under any clear or consistent theory^ As far 
as anyone can tell, the Antitrust lawyers are guided 
chiefly by their trained'habits to find a case that with 
available evidence and under prevailing court opinions 
can be made to stick. Any case/'*^ 

Whether the pattern of regulation be one of cap- 
ture" by the regulated, regulator control over the V 
industry, or staff ^^capture^' of agency, the regulatory 
agencies are probably doing approximately what Con-^ 
gress and its committees intended them to do (e,gM 
Congress did not intend that competition should gov- 
ern transportation and the ICC has seen that it has not; 
Congress wanted conflict beiween Wall Street and the 
SEC and there has been ample and continuing con- 
flict). Some regulatory agencies take their cues from 
the Congress (e,g,. the NLRB' regularly hears from ^ 
Congressmen about matters pending before it. and the 
FCC has checked with key Senators before embarking 
on a change of policy).'** 

The process of regulation is therefore an incredibly 
complex process which reflects patterns of industry 
controK agency dominance, and congressianal inter- 
vention. 

Evaluation of Regulatory Policy 

There is no simple economic rule of thumb which 
will enable oW with certainty to decide which types of 
regulation are desirable and which are not._ Much 
depends on how tHe regulation is carried out, which in 
turn is influenced by the political environment of the 
regulating agency. Each case of regulation should be 
examined, therefore, indiyi4ually in terms of^ the 
economic costs and benefits involved. In making an 
analysis of the economic costs, and bejiefits of regula- 
tion, it should be kept in mind that: 

1. In a market ecortomy, the burden of proof should 
favor comp^jtion. It should not be reduced or 
^eliminated without a convincing showing that the 
benefits would outweigh the costs. 

2. Once a regulatory policy has been established, it 
has a tendency to become rigid and continue over 
lime, even after the original economic effects 
have changed significantly. 

3. Regulatory bureaucracies tend to take on a life of 
their own and to haVe=4Lajnterest in perpetuating 
the regulatory agency, 

* ^^'Ihid.. p. 48/ , ^ ' ^ ^ . 

pp. 48=49. . ■ . 
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4. Those adversely affected by a change in regula- 
tory poUcy (either deregulStion or increased regu- 
lation) often are relatively, few in number but they 

. have stroftg incentives to resist change and are 
usually well organized politically. 

5. Consumers who would gain from a change in 
regulatory policy (either deregulation or in= 

^ creased regulation) tend to be numerous with a. 

small potential gain per person. They are seldom 
- well organized ancf ame thus less pQliti- 



"Government Intervention,'' (Special Issue) BM^wesj 
We^*. Issue No. 2477 (April4/l977);pp. 42-56. 

Matthew Holden, Jr., Ed., "Policy Content and the 
Regulatory Process," American Behavioral Scien- 
tist {September-October 1975) (a special issue de- 
voted to regulatory policies). 

E. G, Krasnow and Larence Long|eyi:r/u^ Politics 
()f Broadcast Regulation. New Yprk: St. Martins 
Press, 1973. 

Irving Kristpl, ''Some Doubts About ^Deregulation'," 



cally. 

6, Th#regulatory process involves significant costs 
in terms of government personnel as well as in 
the protection of -manufacturing and marketing 
inefficiencies, 

7. The pattern of industry-regulatory agency rela- 
tions varies significantly from industry to indus- 
try, with some exhibiting a pattern of industry 
''capture/' and other agency controL Political 
intervention from the Congress is also frequent. 

The above considerations^ill assist one in analyzing 
sfpcific regulatory policies. Ultimately, however, the 
analyat cmust make a personal value judgment about 
what types of regulatiSi are desirable and whether or 
not the benefits of regulation outweigh the costs. 
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David B. Truman, The C^vernmemal process. New 

York: Alfred A, Knopf* l462* pp. 416-421. 
Mjjrray L, Weidenbaum* Government- Mandated 
Price Increases. Washington, D.C.: American En- 
terprise Institute, 1975. 
Clair Wilcox^and William C, Shepard* Puhllc Policies 
Toward Business, ^Slh edition. Homewood, 111.: Ir- 
win* 1975, ' ^ ^ 
James Q. Wilson, ''The. Dead Hand of -Regulation*'' 
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Rationale and Objectives 



prepared by 
George G. Watson Jr, 



Rationale . 

Throughout the history of the United. States, as 
political leaders and citizens have sought to adapt its 
institutions to changing economic conditions, they 
have had to resolve conflicts among those who have 
argued for th^janctity of private enterprise and those 
who have cPIWIIded that there was a public interest 
that ought to.be served. In addition to determining 
what kind of economic problems should be dealt with 
by government, they hav^ had to decide what, role 
government should play when' it acted. Today local, 
state and national governmental agencies, engage in 
economic planning, operate businesses, regulate busi- 
nesses, and provide incentives to action by businesses. 
Students and |heir families have direct contact with th^ 
government as it performs such functions. 
' Zoning ordinances, public schools, minimum wage 
laws, depletion allowances, and tariffs are examples of 
issues often in the news. Less familiar are the day-to- 
day activities of the Food and Drug Administration, 
the Federal Trade Commission, the Federal Com- 
munications Commission, the Federal Power Commis- 
sion and the Civil Aeronautics Board. Yet the actions 
of these agencies rffect the availability and prices of 
goods and larvices offered for sale in the marketplace, 
mandate or prohibit practices on the part of businesses 
in the name of promoting competition or protecting the 
public health and safety, and determine allowable 
profit levels in certain industries. 

Increasingly the methods of regulatipn, the effects of 
regulation, and the need for regulation are being ques- 
tioned by businessmen, §conomists, political scientists 
and public officials. It is of crucial importance that 
citizens understand the philosophical and practical 
issues involved whenever a proposal is made that 
would substitute govemment regulation or control for 
private enterprise decision-making. Questions about 



the role that government should play in tte economy 
are among the more complex and more controversial 
problems with which our society must cope. John 
Bibby and Leon Schur have explored the problem of 
govemment regulation from the joint perspective of 
the disciplines of political science and economics. The 
learning activities which follow are designed to involve 
students actively in the specifics of the issues that 
were identified. 

Individuals participate in the economy as consum- 
ers, producers and citizen-voters. Secondary school 
students will ordinarily have had more experience in 
the first two roles than in the third. The avoSved goal of 
citizenship education is informed participation in the 
political processes. Since much of the material avail- 
able about government regulation is produced in behalf 
of or in opposition to particular "programs, students 
need experience in analyzing the costs and benefits of 
alternative methods of achieving the same social ggal|.. , 

One of the consequences of analyzing public^sdp ^ 
in the classroom is controversy. Even when the facts 
of the situation are not in dispute, st^udents will bring 
the values of their own frames of reference to bear 
upon the proposals being considered. If students are 
taught how to intervene in order to influence- the 
regulatory process, they may choose to use their 
, knowledge. Letters to public officials, testimony at 
public hearings, lobbying, picketing and demonstra- ^ 
tions can result. There are numerous risks involved^ 

The learning activities of this unit encourage stu;^ 
dents to act on their convictions because the risks of 
student apathy preparing for a lifetime of citizen 
apathy have been judged greater than the risks of 
stirring up controversy. ControversiaMssues are not 
only art appropriate/ but an essentianpart of social 
studies instruction. 4o Icing as teachers are careful not 
to impose their own values and/or specific positions on 




issues upon their^tudints, to select issues that can be 
adiquately itudi@d,wl^n the time ayailable, and to 
provide aacess to the full rang© of poiitions on the 
Issues, it is reasonable to anticipate satisfactory re- 
sults,^ , 



Activity 

Implementini 

Objective 



1, Given a problem lituation involv- 
ing governmental regulatory action, 
student s will: 

a, identify the problem that prompt- Nos 
ed the governmental action- 

b. de scribe the costs and benefits 
involved before and after gov- Nos 
emmental action. 

c* identify the regulatory agencies 

that have power and/or author- Nos. 5, 8, 9, 
ity for dealing with the problem. 10 

Given a problem situation involv- 
ing the question of whether gov- 
ernmental regulation is needed, 
students will: 



1,2,6. 
8, 9, 10 

2,6. 8, 
10 



a. state the issues as perceived by Nos. 3, 6, 7, 
various groups involved. 8, 10 

b. describe the costs and, benefits 

of alternative courses of action Nos, 1, 2, 3, 
for dealing with the problem. 8, 10 

c. based on consideratipn of rele- 
vant economic and political in- 
formation, evaluate proposed 
legislation and/or alternative 

u_^0tion€--advocated^by^ various_Nos,^l^^7^ 
interest groups. Sj lO 

d. for&ulate their own persbhal 
positions Telative to the course 
of action that shpuld be taken 

for resolving the problem. Nos. 3,8, 10 



3. Given a situation describing at- 
tempts by individual citizens to in- 
fluence governmerital action, .stu- 
dents will; . 

a. describe the problems con- 
fronted by individuals who wish 4 
to exert influence on policy de-"" 
cision-makers. ■ Nos. 4. 9, 10 

b. suggest alternative actions avail- 
able to citizens for influencing 

policy decisions. Nos. 2,4, 10 



For ease in duplicating the clas^oom handouts, all student materials are found at 
the back of this volume, , 
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Instructional Activities 

prepared by 
Geot^ G. Watson, Jr. 



Instructional Activity No. 1 

Mapleville's Dilemma 



Recommended Use: 
Time Required: 

i 

Materials Required i 
Rationale! 



Concepts I 



Instructional 
Objectives: 



Senior High School Economics or Problems of Democracy 
courses. 

Two-three 45=minute class periods, * 

Multiple copies (one for each student) of Student Read- 
ing No< 1. 

Students should be aware of the potential economic con- 
sequences of local government action or inaction. Although 
the case is bnejnvolving ggvernment self-regulation, there 
are effects on citizens and businesses outside of Maple- 
viile's jurisdiction. The dilemma situation is realistic in that 
decision-makers are often confronted with conflicting "ex- 
pert testimony/' 

Rational decision-making, negative extemalities (third-party 
costs), positive externalities (third-party benefits), author- 
ity, powfr, public policy, institutions^ participation. ^ : 

Given the case study, *^Mapleville's Dilemma,'' a i&tm of 
discussion questions, and classroom discussion acttf^ties, 
students will: 

1 . identify the problems which prompted the propoKfl gov- 
ernmental action in the case. 

2. describe thf costs and benefits of governmental action or 
lack of action, . 

3. reach a position on the proposed legislation based on a 
consideration of relevant political and econdmic infor- 
mation, f 



Geoeral Notes to tht Teacher 



This case may be used to demohstrate both the similarities and differences 
betwtin economics, a social science, and rte natural sciances. Economics utilizes 
the scientific method of problem-solving and relies on models to simplify complex 
phenomena in order to analyze them. Unlike the natural scientist, however, the 
economiit cannot conduct controlled laboratory experiments. As he or she tries to 
analyze the real world, the economist may even have diRlculiy identifying the 
relevant variables to investigate. 

Economics hai often been called the science of choice-making, Every individ- 



communiiy and socieiy must 
and capital resources, and the real costs of such decisions are the alternative uses 
not selected. This case is an exarnple of a situation in which all costs are not 
reflected in the price of the service provided. Corrosion, dead trees and contami- 
nated water supplies are examples of Jhird-party costs, Any attempt at cost- 
benefit analysis should' include estimates of these Costs, , ' 

The case also should stimulate a discussion of the importance of social overhead 
capital. If a decision is made not to salt, will third-party costB be incurred by 
businesses that use Maple ville's roai^, when transporting their pro^lucts? Have 
they beien recfpients of third-party benitits in the past? 

Because there are issues rjiised^by the case which cannot be decided based upon ] 
the datif provided, students should, be encouraged to use economic models and 
concepts to formulate analyticar^questions for further investigation. It ma^ also 
be suitable as a value-clarification exercise. Joh^i WinslpwVs^^cisioh will ndt^he. 
automatic once the economic analysis has been made. Even tfter the probable" 
consequences of the available courses of action arje known, Value judgments must 
be made. If several of one*s values are in conflict, they must 'be^o^dered aBd/or 
compromised. John must finally vote fo^or against the ban on salting. 



Teaching Strategy 

1. Distribute Student Reading No: 1 (ease study with 
discussion questions). Ask students to read the 
case. study and to take a position on discussion, 
question No. 5. (Discussion questions aff provided 
at the end of the student reading.) 

2. Poll the class as to their positions, allowing for an 
undecided category, 

3. Organize the class into small groups (3 to 5 students 
each). As far as possible, each group should have a 
balance of "pro" and^'coh'' positions. Assign each 
group the following ;jasks; 

a. Discuss and record answers to discussion ques- 
tions 1 through 4. 

b. Identify the issues over which members of the 
group are divided. 

c. Suggest other actions open to John Winslow be- 
yond a ''yes" or ''no" vote on the proposed 
article/ , 



Pupil Activity ^ 

Read the case study and take an initial position. 



Complete small group tasks. 

Report results of small group deliberations and com* 
pile a master list of answers, issues and proposed 
actions. 



4. Total class discussion: 

a. Pose the following question for discussionf 
**What is John Winslow most likely to'do?'' 

b. Poll the class* (Discussion of the results of the 



Assess alternative acttons proposed in Step 3 in terms 
of costs and benefits. 

Identify tha action that the student thinks John Wins- 
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£idsl Vot€ Qftri bi used to higWight quastlons of 
fa^i,and tfcf siiparate tham from questions of 
frame bf^tafeftnce and individual value prefer- 
ence.) v% ■ 

* 5. Evaluatio^* ^ 

a. Assign the following: Based on our discussion^ 
ofjhe Maple v^a's Dilenima case, write a staff 
ment to be made by John Winslow to a group 
of constituents who oppose his stand on the 
„_ ^„ -- - a re to s ho^^ournindtr-^ 

stmding of both sides of the issue and how you 
weigHed costs and benefits in reaching your po- 
sition. (You are free to cast either ay 'yes'' or=a 
"no" vote on the article.) 

Suuested criteria for evaluating student papers: 

(1) Specific argUBients from the case pro and 
con road salting. 

(2) An estimate of costs and benefits of action 
vs. no action. 1 , 

(3) A consistent argument supporting the vote 
cait by John Winslow. 



low is most likely to 
lying this choice. ' 



Compile written assipiment 



take and state the^asons under- 



r 



Suggested Follow-up Activities 

i; One way to approach this case is to prepare question No* 5 immediately after 
reading the case. The Mapleville Town Meeting should then be held with a'few 
students ifiking roles as proponents or opponents^f the ban on salting in order 
to get the debate started. This6debate might take place in a City Council or 
Board of Aldermen rather than in a New England towrt Meeting. The setting 
chosen was selected so that John Winslow would be an ordinary citizen rather 
- than a public official who might be expected to be better informed on the 
issues, ' , / ^ 

2. The Mapleville case has a number of real life parallels. Students may investi- 
gate these using the Reader's Guide to Periodical Literature as a starting point. 

3. There is a Virginia based Salt Institute which publishes standards for salt use 
based on an average of four applications per storm per two-lape miles of 
highway. Check with ur community's superintendent of highways or public 
works to obtain the recommendations and practice followed by his department. 

4. Visit the local superintendent t>f highways or public works or invite him/her to 
meet with your ciass to discuss local procedures of snow removal. You should 
prepare a list of questions to be sent to the person before the meeting. 

5. The state of Minnesota has banned the use of de-icing salts from its roads 
except at major intersections and steeply graded inclines. The federal Envi» 
ronmental Protection Agency is concerned about salt in drinking water. The 
Federal Highway Administration takes the view that salt is necessary for 
ice-free highways. You can write to each of these souses for additional 
information. LooX for contradictory stands by different agencies of the same 
level of government. • 

6. Road salting is only one way local governmental agencies may be involved in 
damaging the environment. Solid waste disposal, burning of fuet in public 
buildings, and sewage may produce air and water pollution. Investigate the 
ways your community handles these potential problems. Bring a camera and/or 

• a tape recorder so that your findings can be shared with fellow students. 
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student Reading No; 1 " 

■ \ Mapleville^s DHemmai A Ciise Study 

, John Winslow re ad the he ^ine on the f ront p afee of hii c opy of the Maple ville 
News, ^'MAPLEVILE TOWN MEETING TO CONSIDER BAN ON SALT 
.USE/' He eased into his favorite chair and carefully read the account of the 
proposed baQ on the use of salt for highway snow removal. Considlering the strong 
^feeUngi which this tisue had aroused in the -community, the article was a 
sufprisingly undmotional recounting of the events which had led to the present 
controversy. ^ \ ' 1 * ^ 

John thbught back to the first letter to the editof blaming highway siting for the 
kiUing oj many of the maple trees which had given the town its name. Each week 
thereafter road salting was attacked in letters from people who claimed that it had 
caused damage to their cars, .grass and shrubs, private concrete walks and 
^driveways j and town-owned itopi drains. ^ ^ _ ^ 

Then it was discovered that salt stored near the Department of Public Works 
garage was filtering into the town's wells and contaminating its water supply. John 
recdled that the letters which followed that disclosure bordered on the hysteriaL 
Stories about elderly people on low-salt diets being poisoned by water and rumors 
that the public water supply was about to be declared unfit for human consump- 
tion were widely circulated^ Several neighbors had called John in near panic to^ 
urge that he support a campai^ to ban the use of salt on the roads? 

As the town meeting approached, an all-out ejBfort%vas mounted to end highway 
salthig. A 2&page booklet documenting the case against salt was published, 
complete with a substantial bibliography of additional sources of information. The 
local Audubon Society announced that it favored the ban against salt. 

In response the National Salt Institute circulated scientific studies among 
.influentid Mapleville citizens which seemed to demonstrate the efficiency and 
economy of salt while they simultaneously discredited the arguments of those who 
opposed the use of salt: 

L The contamination of Mapleville* s water supply had been caused by im- 
proper storage of the town's salt supply, not by highway salting. 

2* The maple trees were dying because of a combination of factors such as high 
-air flow, sunlight, compacted earth and pavement over root zones, and 
gasoline and diei^el emissions. ^ 

3. Newer automobiles have better antieorrosive coatings which shohld di- 
minish the problem of damage to automobiles from s^jt. 

4. People on low-salt diets should be drinking distilled water. The level of salt in 
the water supply has always been far tlelow the maximum allowable level. 

A National Salt Institute spokesperson insisted that **The most important 
consideration, moreover, is human safety. Since the other df-icjrig s^^ btq more 
expensive than salt and as dangerous to the environment if Improperly stored and 
since salt is both less expensive and more efficient in keeping pavement clear than 
abrasives such as sand and cinders, salting must be the prefeired method." 
Mapleville's own Superintendent of Public Works was quoted as saying, "There's 
no substitute for salt. Sand won^t do the job with falling snow, but salt laid on the 
road before the snows begin will continue to keep the pavement clear/' 

In answer to the National Salt Institute claims, the opponents of salting cited 
National Safety Council data which indicated that only 2.4 percent of all fatal and 
5 percent of nonfatal accidents occurred during snow arid ice conditions while 81 ,6 
percent of all fatal and 75,6 percent of all nonfatal accidents occurred on dry 
pavement. They further suggested that since drivers tend to exceed safe speeds on 
salted roads and since salt spray on windshields reduces drivers' vision, de-icing 
salt may actually lead to an increase in highway accidents. ' 
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Preliininan^ figures from towns that had already instituted a program of plowing 
and smdUig 0ndudlng ijemovd of aeaHmulated sand in the spring) showed 
signiQcut eost reduetlons rather thM the iiwreasas predicted. Whether Ma» 
pleviUe would experience similar savings was anlmportant unaiiswered question, 

John put down his paper still undecided .vHe knew he dislikid driving on Iq§ and ^ * 
snow and had acaepted the coiroslve results of salt wdrking on his automobile as a 
necessftfy evil. The debate had made him question whetheT it was safety or 
Qonvenience fhat salt provided. Did he simply want to be able to drive faster? ... 
Were the environmental consequences as s^ous as the antlsalt pjeople claimed? 
. . w He surel y wouldn't want t o lose the mapl e trees on his street > . . . but,if the 
town banned s^Vand a school bus were involyed-in a serious accident/ . , , 
Tojnorrow he had to vote at town meeting. . * . How would he ever make up his 
mind? ^ / c 

i» ^ ' = ■ . 

Discussion Questtons 

L Economics and Political Science are social sciences which means thay^ 
\ . L a scientific 'method of problem-solving. Theoretically, the social, scimtistfirit . 
recognizes and defines a problem, identifying the conflicting goals o^^alues 
involved. He/she determines what altemati>Ses are available ahd assepw the 
probable consequences of selecting each of them. Finally a choice is made h 
' from among the alternatives. 

In reality the social scientist may reach the point of decision-making in as 
unsystematic a fashion as John Winslow. Sometimes it is helpful to reorganize 
A » the avanable information according to a modeL Suppose for the moment that 
John had been trained as a social scientist. How would he have described 
Maple ville's problem? What alternatives might the town meeting consider? 

2. Wtien trying to determine the probable consequences of 'each alternative 
coiifee of action available to the citizens of Mapleville, the economist would 
probably engage in a cost-benefit analysis. What are the costs of road lalting? 
Of the other choices? How might a dollar value be assigned to the benefits 
^ received from each alternative? 

' 3, Economists measure the* real cost of any good or service in terms of the 
alternative uses of scarce resources (natural, human and capital) foregone. 
Occasionally costs are Incurred by people other than the producers and 
consumers of a particular good or service. Are there any of these third-party 
costs in the Maple ville case? If so, how might they be measured? How would 
their presence affect your answer to question No. 2? 

..4. John Winslow^ is confused by the claims of both the supporters and the 
opponents of the ban on road salting. A number of these claims involve 
technical questions which scientists might help to answer. Suppose MapleviUe 
were to hire a team of scientific consultants. What questions should they be 
asked to investigate? ^ 

' 5. If you were John Winslow and had only the information provided in the case 
available to you, how would you vote on the proposed ban on highway salting? 
: Why would you take that position? , 



Instructionai Activity No. 2 ^ 

Steeltown's' Crisis v 

Bff^ii^^fn^ \}mi Sentor High School jEgonomics or Problems of Democracy 
courses. ■ - 

Tiffie Riquired! ' Two-three classrdom periods. 

Mattriak Reqiiiredi : Multiple copies (one for ^ach student) of Student Reading 

' No, 2. . — ^ ^ 

A major purpose of this activity is to introduce students to 
the complexity of govemnfent regulation— especiaU^, regu- 
lations used as a remedy for markel transactions that pro- 
duce' health hazards an^or unacceptable costs to third par- 
ties. This case is deliberately Written/from the pomt of view 
of a^business executive to mitigate the difficulties involved 
in a diffused-benfefits, concentrated-costs situation. 

Concepts^ Cost-benefit analysis, negative externalities, (third party 

costs), authority, power, public policy, institutions, partici- 
pation. 

Instructional Given the case study, "Steeltown'3 Crisis, "^a series of dis- 

Objectives^ cussion questions, and classroonj discussion activities, stu- 

dents will: 

1. identify the problem which promptecf governmental ac- 
tion in the case. * 

describe the costs and benefits involved before and after, 
governmenta^^ion. . - 

formulate a plan of action for the manager of the Amer- 
ican SteeKCorporation plant in Steeltown, 

recognize the potential convict involved if actions de- 
signed to reduce healt^ hazards and/or costs to third par- 
ties result in reduced employment, higher prices and less- 
competition in an industry. 

General Notes to the Teacher 

This case is centered about the idea of third-party costs, sometimes referred to 
as social costs or spillovers, and alternative ways of meeting such'^osts. The 
selection of a problem with an ©bvious technological solution was made deliber- 
ately in order to emphasize the nature of the economic decisions. 

Students should make use of economic models and concepts to support their 
hypotheses as to why Steeltown's companies had not installed antipollution 
devices voluntarily. What would happen if some firms cut back on their emissions 
and others did not? Why might workers whose families suffered the ill effects of 
the air pollution support the companies who were resisting the Installation of new 
antipollution equipment? Why couldn't the steel companies get together to 
formulate a plan for reducing emissions? ^ 

The suggested follow-up activities include the consideration of alternatives to 
direct action by the Environmental Protection Agency and the courts in times of 
crisis. More complex situations involving research and development costs 'before 

i? a 6' 



Rationale I 



3. 
4. 



enusiionl c^n bf reduced may ^ a^^ " 

Fiiiily » students ought to realize that some or all o^ the increased costs "of 
produelng steel will be passed on to consumers in the form of higher pricei for . ' 
products that are made of steel. Jf the price of steel rises, it is likely that users of 
steel wiU substitute less expensive materials wherever possible 



Teaching Stratej^ 

!TTA§Ieeaeh-^tudent-4o^^ 

midce a list of Robert Chamberlain's alternatives. 

2. Organize the class into small groups (3 to 5 students 
per group). Assigh each group the following taski: 

a. Make a cdmbhi^d list of alternatives from the 
lists made up by the jroup members. 

b. Discuss and list the costs and benefits of each al- 
teriiative (indicate who will benefit and who will 
pay in each case). 

c. Rank alternatives in order of desirability from 
Robert Chamberlain's point of view. 

d. Rank alternatives in order of desirability from 
your own perspactives. Reach a consensusMf at 
all possible. , 

3. From information provided in group reports, have 
the students compile a master list of alternative 
costs and benefits. 

A% Total class discussion: 

a. Question for discussion: - 

"What is Robert Chamberlain most likely to 
do?" 

b. Based on student responses, select additional 
questions for discussion from the list provided 
on pages 29-30, 



Pupil Activity ' 

-Read^ase^tuay-and compiteJist^^ 



Discuss case study in small groups and complete as- 
signed group 'tasks. 



Report results of small group deliberations to entire 
class and participate in compilation of master list. 



Participate in class discussion. 



5. Evaluation: 



Meriting assigpnfient: . 
Based on our discussion of the Steeltoxyn Crisis 
case, evaluate this statement made by a Steel- 
town mayoral candidate: '*This action by the 
EPA is just one more example of how govern- 
ment overregulation is. wrecking the free enter- 
prise system. In the name of protecting our en= 
vironmint they are about to destroy Steeltown's 
economy/' * . 

Suggested criteria for evaluating written assign^' 
ment: 

(1) Mention of the problem which prompted the 
EPA action. 

(2) Discussion (pro or con) of the position that a 
crisis existed at the tinie the EPA acted, 

(3) Specific references to the costs and benefits 
involved before and after Jhe EPA action. 



betqre 

/ 



Complete written assignment. 
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(Measurg'^^of success on this criterion will 
depend upon the master list compile^ during 
the total clasi diicuision,) 

(4) Specific arguments for or against goveni- 

ment regulaiion in thU'case. . ' ^ 

Suggested Jollow-up Activities 

i , The Bn yironmen tal 



the Clean Air Act of 1970. It has also issued orders requiring ^lluters to cut 
emissions by specified percentages. Consult the Readers' Guide to Periodical 
LiferafKff for additional information. 

L Thert was a ready technological splution to the Steeltown poUutjon problem. 
Firms could have complied with strict EPA emission standards. The EPA has 
issued 1975 standards for six major pollutants that will affect ji|st about every 
m^Jbr Industry . It has been clawed that not'only will it be expensive to domply 
but the necessary technology for eliminating certain of tl^e prohibited gasps is 
not yet commercially available. What would you expect to happen if the 
standards are' not met? Will the factories ^e closed down? Why or why not? 

L Air pollution is no respecter of state boundaries. Citizens of Vienna, West 
Virginia, long cpi^plained about the jMs-rf^/ur dioxide and fly ash dumped 

' upon their community by Union Ca^de Corporation's ferroalloy plant across 
the Ohio River in Marietm, Ohio. After many years of controversy, the EPA 
ordered the use of low-sulfur coal in Carbide's power itationi^ and new 
equipment to be installed to cut sulfur dioxide emissions by 70 percent. 

Carbide claimed that approximately 625 -workers' Jobs out of a total of 1500 
would %ave to be eliminated in" order to meet other federal deadlines. Ralph 
Nader charged that Carbide was engaged in ''environmental blackmail" and 
suggested that legislation to protect workers froiu loss of jobs because of 
shutdowns due to environmental regulatiqn may be needed. , 

Thecosf of using resources in one way rather than pother is what is sacrificed, 
i.e., the alternative goods and services that could- tfave teen produced with 
those re|ources. Opparn^^i/y Cost is the economic concept used in discussing 
such situations. What was the opportunity cost of reducing Carbide's emis- 
sions? Who should have borne this cost? If you had been^a citizen of Vienna, 
how would you have wanted the problem resolved? Mayor of Vienna? Carbide 
plant manager? Worker in the Carbide plant? EPA administrator? 

L The EPA emission standards will affect most litizens directly. It has been 
estimated that controlling sulfur oxide emissions alone could cost $2.5 billion, 
with most of it passed on in the form of higher eleetric bills... Since the 
Jechnblqgy for trapping the offending gases is not yet perfected, power 
companies. must shift to low-sulfur fuels, primarily natural gas. To do so natural 
ga^ production must increase by 15 percent. At the same time utilities are not- 
regarded as good investments and may find it hard to raise the funds necessary 
, to convert old plants, build new plants, and conduct needed research. . ^ 

Who should pay the price for ppllution-free power? Should large users continue 
. to receive 'lower F^tes?, ^ . . ^ ^ ^ 

^ Questions fbt Class DiscuisioD 

1 . What is Robert Chartberlain's problem? What possible ehoices does he have? 

2. Identify thi various groups of citizens involved in Stfeeltown's crisis. How 
might each of Robert Chan\berlain's possible choices .^ffcct each of these 
groups? ' / 
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Why might a plant manager like Robert Chamberlain prefer that the federal 
government mandate a level of "safe" emission^standards? Why wouldn't 
voluntary actions'solve the problem? 



What factors 
to Steeltown 



woul^ou consider if you Nvere analyzing the contribution made 
by its^ompaniei? ' , 



Are there third-party casts incurred by people other than the producers and 
consumers of the products made in Steeitown? Who should pay these costs? 



Why do you suppose Steeltown' s companies had not installed antipollution 
devic§s?What would happen if some firms cut back on their emissions and 
others did not? ; . ' / 



7* Why might workers whose families were su|fering the ill effects of the air 
pollution support the companies that were resisting the installation of new 
antipollution equipment? ^ , 

8. *^hv couldn't the 'steel' companies get together to formulate a plan for 
\ ,, reducing emissions^ ' 

9, What might happen to the price of steel if antipoUution dAfices are installed? 



40. How might changes in steel prices affect the prices of other goods, such as' 
automobiles? t 



I 
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student Reiidiiig^N^^ 

^ Steeltpwii^ C^Wif^^X Study 



inversion iettled in over, the dty/By'Tufiday mdrning the pollution count was * 
dangerously High^ and children and piopld with respiratory problems or heart \ 
disease were warned to stay inside apd to a'^qid physical exertion* County health^ 
offloials sent telegran^s to the city- s 23 contpanies asking that emissibni be cut off 
by 60 percent until the eihergfency situ^tioa^^^ Although some flrms acted 

immediately, emissiojnis were down by pnjyrJP^ percent on Wedn|iday* 

At that point CWtral officials Protection Agency 

decided to act^Invoking emergency ^ p^videdi by the Clean Air Act of 

1970, the general counsel fw E.P/Av sou^t and oi^JWrted a court order hWting the ' 
prpdUction of all 23 of ^teeltQwn*s ^lant|/ Whe^i iht poMppn^s atarted to bar|k 
their furnaces on Thursday, there was a si|nifl0arit ipapfOVe level of 

emissions. A saving .rain broke the jnvpfsion^and the ammid was over. 

^ Steeltown had had emergency sit^iori^befbre. P^ dyiger 
levels 65 times prior to ttjis crisis^ andl there had , been ^ s^otiijf ituaai in March. 
Federal; interaction byi the E.P.A,, hov^ev^Tv 'had introduced a new element. ; 
Several of thr^ companies; cdnside^d suits agairist the .federal government to ! 
jedover damages ^incurred. when production was H^ted^ Sei|sitiye to the lay-off of 
5,000 workers and the loss of $400,000 in wages, lab&r union officials prepared to 
negotiate^ for contract clauses protecting against wage' losses when plants were 
shut down during such emergencies. , ! / ^ ^ 

The worst part of the crisis was that it need never 'Save occurred. The 
technology for removing the tons of soot that each day poured out of Steeltown's 
stacks had been available for many years. Some of the larger "companies now 
might take theiiecessary steps to*modemize their operations over the nijct two to 
three years.'^^verali of ' the smaller firms would not be att^^to absorb the 
traditionaLcosts, howfevet, and some Steeltown workers would face permanent, 
lossiof their jobs. | l!f ^ ^ ' . ' V * 

RJ^bert Chamberiain^^; recently appointedfrSanager of the American Steel Corpo- 
ration plant in Steeltown, liad been One of ihe first to coniply with the request of 
county health offiGiaiti^Iitke other ^abt managers he had early acknowledged 
pollution problems in fiteejtdwn but^had bfeen unable to contribute much to their ^ 
solution. iJ^il the parlnt <|prporatiori gaive the environment top priority he could . 
not justify a request for thejwl million that would be needed for pollution control . 

Chamberiain believed tVM the E. P. A. action might work for the berietft of the 
j4mericlm Steel Corporati#rThey could afford the additional expenditure mnd ^i] 
might well recovertheir costs through the ^se of byproducts recovepd. Fufther- 
(more, he believed it would(be but a sh^rf^ripfe until American Steel woul4 face 
^claBS-actjon suits for environmental d^mag^ brought by outraged Steeltown 

ens. ^ v * ^ /'^^^^^ ' ' ^ ■ ' 

Chaniberlain also kne^Si^ t^at there wto^^my .executives who disagreed with 
V tMt not all stockhol^eifs wpu^^pbrt^^nding tp abate pollution, a^Jhat 
prospect of falling profits rfi^^jeopardize his carefer with thepc^pat^. 



kHQULD ROBERT CI^MBERLAIN RECOMMEND A f# MILLION 
EXPENDITURE FOR POLLUTION CONTROL DEVICfeS? 




Instructional Activity No. 3 

Center Cit/s Problem 
Recominended Usei SenlBr ^igh School Economics or Probtems of Democracy 



courses. 



Tiine Requiredr t Two-three classroom periods/ ■ ; ' ^ 

Materials Requiredf Multiple copies (one for each student) of Student Reading 

No. 3. ' ^ J ' ^ 



Rationale; 



Concepts; 

Instructional 
Oyectives: 



The major purposes 6f this activity are to inlroducp students 
to the romplexity pf government regulation under our fed- 
eral system, to encpurage objective analysis of questions 
of fact, and to prdniote understanding of the v^lue coa- 
flicts involved in pol^ical and economic problems. The case 
study used in the^a^ti^?ity illUstrWes the effect of the sum 
of 'many indi vidual decilion^ to drive cars into Center City- 
No, one individual is respon^sible for the problem that exists, 
land governmental action see^^uto^oidable' A major diffl- 
iculty in this and similar situatipns^comes in defining the 
nature of the problem and evaluatijig alternative solutions. 

Cost-benefit, authority, power, public p^icy, institutions. 

Given the case study, ''Center City's Problem.*' and a ser- 
res of classroom discussion activities, students will: 

1. identify the problem as perceived by the various groups 
affected by it. ' 

2. describe the costs and benefits of alternative coui'ses of 
actio^for dealing with thg problem as seen by each 
of the groups, 

i. formulate their own ptysilions and evaluate an unfamrti,ar 
position statement.' , 



ERIC 



Ttaching Strategy ' 

L Ask each sfudeht to read ^'Center City's Problem" 
and to define briefly the problem as it might be 
perceived by George Graham, his employer, the 
EPA ofTicials, Center City's public officials, citi- 
zens* who live in the path of the proposed high= 
ways, and Center City's traffic engineers. 

2. ^Organize class in small groups (3 lo 5 students per 
grj^p). Assign the following tasks: 

a. Share the individual problem statements and 
agree upon a group description of the problem 
from iach of the suggested perspectives, 

" b, Cof55ptle a list of alternatives open to Center 
City'f public officials. ^ 



/ 



Pupil Activity , 

^adfhe case studPy and describe the problem from the 
perspective of the^various individuals and groups in- 
volved, e ^ , . - ' 



In small groups, ^discuss the case study and complete 
assigned tasks. 
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c. Discuss the costs and benefits of each alterna- 
tive as perceived by each of the parties involved. 

d. Rank the alternatives in order of desirability 
from each' of the perspectives, (ft is suggested 
that a matrix showing the rankings be used to 

^ organize the data*) 



SAMPLE MATRIX 





RANKINGS 


natives 
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e. Rank the alternatives from the student group's 
perspective and add that information to the 
matrix. 



3, Total class discussion: 

a. Set up a master matrix as each group reports 
,the results of its deliberationsv Ask for reasons 
behind the ranking whenever it is unclear as to i 

^ how the group arrived at its decisions. 

b. Discuss similarities and differences among the 
groups, p 

c. Question for discussion: What is Center City 
likely to do? What will happen then?: ^ 

d. Based on student responses select additipnal. 
discussion questions from those provrdea ort 
page 36, >^ 

4, Evaluation: 

a. Assign the following essay question: 

Based on our discussion of the Center City prob= 
lem case, evaluate this statement: 'There are 
' two problems that have to be solved— one is the 
transportation problem and the other is the 
pollution problem. The EPA is only Tconcerned 
about the pollution problem; the future of our 
cities depends on solutions to both. It is clear, 
that no form of public transportation can match 
the flexibility of the passenger automobile. Re- 
ducing parking only intensifies the transporta- 
tion problem. The EPA should concentrate its 
efforts on the development of a pollution-free 
automobile." 



Report results of small group discussions. 



Participate' in class discussion. 



Complete written assignment. 
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Suggested criteria for evaluating student essays: 

A student will have successfully completed this 
activity if the required essay contains the fol- 
lowing: 

(1) Recognition of the oversimplifications In the 
statement quoted. 

(2) An awareness of the other problems that 
passenger automobiles create in addition to 
pollution. 

(3) Discussion 'of the costs and benefits of the 
alternatives considered in the essay, \ 



Suggested Follow-up Activities 

1, Center City's problem must be fticed by its citizens and those public officials 
charged with goveming the city. Assume that your community faced this 
problem, and prepare a position paper for the chief executive which outlines the 
alternative courses of action open to him, the probable costs and benefits of 
each of these alternalives, and your recommendations for action to be taken, 

2, A Washington-based group of concerned environmentalists organized the 
.Highway Action Coalition. Environmenial groups such as the Sierra Club, 

Audubon Society, and Zero Population^Growth have joined forces to support 
efforts to have money from the Highway Trust Fund allocated to mass transit 
systems. Consult the Readers' Guide to Feriodical Literature md prepare a 
report on the activities of this organization, 

3, The excerpt and table below present Federal Emission Standards for passenger 
cars and light trucks. While the auionfiobile companies are making efforts to 
comply with these standards, -the industry is trying also to delay their 
implementation by convincing the Environmental Protection Agency that the 
necessary technology is not available and that the industry has made the effort 
to comply in good faith. 

The first attack on air pollution was mounted by the states as one by one- 
they enacted laws governing their jurisdictions. The Congress followed with a 
series of laws intended to provide a framework for cleaning up the air 
throughout the nation in a concerted, comprehensive fashJon. The most 
, important of these federal laws were the Clean Air Act of 1967 and the Clean 
Air Act Amendments of 1970. 

The 1967 act embodied the concept that air cleanup required a national 
effort, but it specified that the states should retain primary authority and 
responsibility for doing so. The 1970 amendments provided for development 
and enforcement of two kinds of standards for ambifent air quality— 
**primary" standards necessary to protect health and ''secondary" standards 
desirable to protect welfare, including property and aesthetics. The amend- 
ments' stated goal was achievement of primary standards throughout the 
nation between 1975 and 19:77. 
. . The amendments also set forth a two-part strategy for attaining this goaL 
V First, the federal Environmental Protection Agency was to establish air 
quality standards for six major classes of pollutants: particulates, sulfur 
oxides (SO2), hydrocarbons (HO, carbon monoxide (CO), oxides of nitrogen 
(NOO, and photochemical oxidants, EPA promulgated standards for each 
class in November 1971 ^ . ' ^ 

• • • ' 

Although the Clean Air Amendments of 1970 established very specific 
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goals for reducing major pollutant^from automobiles, they allowed delays in 
implementing certain standards, The act also authorized EPA to use its. 
regulatory authority to reduce congestion and auto dependency in urban 
areas, A number of efforts to use this authority have caused considerable 
controversy in the intervening years. 

Autofnobile Emission Controls The 1970 amendments required a 90 
percent reduction below the 1970 model year levels in HC and CO emissions 
by the 1975 model year and a similar reduction in NOx below 1971 model year 
levels by 1976/ The act authorizes the Administrator of EPA to determine — 
Under established criteria— whether to extend each deadline by 1 year. Such 
an extension was made in April 1973 for the 1975 standards, with interim 
standards promulgated to replace the statmory requirements. Table 1 com- 
pares the original statutory standards with^uncontroUed emissions and with 
various changes , and proposecl changes, ^ 

In 1974 the Congress passed a series of amendments to the Clian Air Act in 
the form of the Energy Supply and Environmental Coordination Act. For 
mobile sources this act extends the 1975 HC and CO interim standards 
through 1976 and also gives i\m Administrators of EPA authority to prescribe 
interim standards for 1977 instead of following the statutory standards. The 
original statutory standard for 1975 will become effective in 1978, The law 
does not allow for suspensions of the NOx standard and set&a new statutory 
standard f^r both 1977 and 1978. a 



Table 1 . 

Automobile Emission Standards 
(In grams per mile) 





HC 


CO 




Uncontrolled cars (pre=l%8)' 


8J 


87.0 


3.5 


1970-71 federal standards' 


4.1 - 


34.0 




1972=74 federal standards- 


3.0 


28.0 


3.1 


19755 and 1976'* 








Federal 49=state standards 


.1.5 


15.0 


3.1 


California standards 


0.9 


9.0 


2.0 


1977^ federal 50^siate standards 


1.5 


15.0 


2,0 


1978 statutory standards 


■ ^41 


3.4 


.4 


Administration bill (January 1975) 








1977-81 50=state standards 


0^9 


9.0- 


3,1 

in 


Post- 1981 50- St ate standards 


(6) 




EPA recomrnendation (March 1975) 








1977=79 


I j 


15.0 


2.0 


1980-81 


0.9. 


9.0 




Post 1981 


0.41 


3.4 




Revised administration proposal (June 1975) 






Through 1981 


1.5 


15.0 


3.1 


Post' 1981 ^ 








'On the basis of 1975 test procedure 


s. 






^Imposed administratively by EPA. 






epi for 


Mmposed by EPA as interim standa 


rds after suspension of siatuiory standards, exc 


California's HC and NOx standards, w 


hich were set by the statu. 






''Imposed by Congress in Public Lav 


y 93-319. except for California's NO^ 


standards. 


which 



were set by the state.*' 

Mmposed by EPA as interim standards after suspension of statutory standards, except for 
HOx standards, which were imposed by the Congress (Public Law 93=319), 
''Administrative discretion. 



9 , 

SOURCE: The Sixth Anniuil Report of the Council on Environmental Quality. United States 
Government Printing Ofnce. 1975. pp. 44. 52^54. 

Because mass-produced automobiles are not identical, there will be variations 
among vehicles* emission performance. These vehicles will also deteriorate 
with use. Mileage based on test-track driving is not the same as mileage based 
on owner use over longer periods of time. Industry testing, therefore, may or 
may not b|,a sound basis forjudging the potential performance of vehicles; 
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How can such deterioration as might occur be minimized? What is the practice 
in your household in such matters? Does your state mandate certain practices? 

5* The automobile industry has continued to explore-altematives to, the conven- 
tional piston engine at the same time it has been working to lower emissions to 
meet Environmental Protection Agency requirements. Wankel engines, turbine 
engines, and battery-powered electrical engines are all being considered. Select 
one or more of the alternatives being considered by the industry and determine 
the following' 

a. Which auto companies are doing research on this product? 

b. What are thr potential advantages which it has over the conventional piston 
engine? Potential disadvantages? 

c. What technological problems need to be solved before this type of engine 
becomes prkctical? Economic factors should be considered as well as 
technical ones, 

d. Does this alternative deal only with the pollution problem or does it deal 
also with the traffic control problem? How? 

e. Will this alternative help to alleviate or contribute to the energy crisis 
forecast for the next several decades? 

f. What would it cost to convert the automobile industry to this type of 
engine? How long would it probably take? 

6, Prepare a position paper in favor of or opposed to the following statement: 

''Transportation planning should be directed towards automobile use because 
the automobile is the most rational form of transportation presently available." 

Questions for Class Discussion 

L Under what circumstances might George Graham seek an alternative form of 
transportation? Why? 

2. ^What is the nature of Center City's problem? Is there more than one problem 

involved? Explain. 

3. Assume that Center City's automobile commuters will continue to drive to 
work, how might the morning traffic jam be alleviated? Include both voluntary 
and compulsory programs, 

4. What .would be the tosts of each of the possible programs you have identified? 
State these costs in terms of alternative uses of resources given up to achieve 
the programs rather than in dollars and cents, 

5. To what degree is Center City's problem subject to technological solutions? 
Who has the necessary skills to develop such solutions? 

6. Suppose state officials decided to go ahead with construction of the proposed 
limited-access highways. Would they solve Center City's commuter traffic 
problem? Why or why not? 

1. What would be the real costs in terms of resources and the social costs in terms 
of effects on local residents of building the limited-access highway s? Are the 
opponents obstructionists as George Graham believes? 

8, The air pollution problem caused by auto emissions is an example of third party 
or social/sosts, Geoo^ge Graham and others like him contribute to Center City's 
probleml^How can they be made to face the unintended consequences of their 
acts? Should they be required to pay the costs incurred? How could these costs 
be corqputed and assessed? ' 
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J V *^ student Reading No. 3 

■JS- 

Center Cit/s Problems A Case Study 

Each morning Monday through Friday George Graham leaves his home in 
suburban Waterford and drives twelve miles to his office in Center City. As befits 
his executive status, G/6rge dwes a mediupi-price sedan. It is now three years 
old, and he contempjates tmdin J&p to a more expensive model in'the spring. Next 
to his home his automobile is the most valuable property he owns, and he and his ' 
family would have difficulty getting along without it. George expects that the 
exceUent care he has given his car will assure him a high trade-in value. 

Llkft most of his fellow workers, George drives to work alone. A few months 
ago his firm began to give preferential parking spaces to drivers with two or more 
passengers. George considers his freedom to use alternative routes or to stop off 
on errMds on the way home to be an important advantage of driving to work* and 
he is not interested in restricting that freedom by taking on the responsibility of 
passengers. An early arrival time has so far insured him of adequate parking 
space. , 

George* s office opens at 9 a.m. , and although it normally takes him about thirty 
minutes to get from his home to his desk, George sets out at 8:00 a.m. and arrives 
thirty minutes early for work each morning. Traffic patterns are such that waiting 
until 8: 10 a.m. would add twenty minutes to his travelling time on the average and 
cause him to be late' for work frequently in bad weather. 

George believes that the delay in the construction of limited-access highways is 
the source of his difficulty, and be blames the state's inaction in the face of this 
problem on politicians and their constituents whose districts are in^the paths of ^ 
the routes which have been planned. He has little sympathy with these obstruc- 
tionists who jeopardize the economy of Center City and the well-being of its 
citizens by stalling action on these needed routes. 

The problem is not as simple as George believes.- Center City is one of the cities 
required by the Environmental ^^tection Agency to devejop a cqmprehensive 
plan that will significantly redi^S air ^pollution by 1975. Since ^autonioblle 
^rtiissions account for 60 percent Center City's problem, Oporge, and drivers 
nke him have been receiving the attention of the f ity' s public offlcial|i To thf m he < 
is a major part of their probletn. - • < 

The city traffic enginftefs are aware that slow-moving trafTic produces extra 
pollution, because cars operate less efficiently in stop-and-go situations, They 
share George's desire to eliminate the early morning congestion. It was at their 
suggestion that George's employer and others instituted the policy of reserving 
parking spaces for drivers with passengers. Although the practice has not been in 
effect long, the response thus far is not promising. 

Attempts to upgrade the service on CentcT City's transit line have thus fap not 
produced an appreciable increase in commuter use of these facilities. The 
advocates of balanced transportation have not convinced suburban automobile 
owners to shift to public transportation. 



WHAT SHOULD CENTER CITY TRY NEXT? 



Instructlpnal Activity No. 4 

^tizen Harold 



Recomniended Usei 



Time Required i 



Materials Required: 



Rationale: 



Concepts' 

Instructional 
Objectives; 



Senior High School Economics or Problems of Democracy 
courses. It is strongly recommended that teachers preview 
the film before using it with their classes. 



One class period plus follow-up activity, 
mnning time of the film is 9 minutes/) 



(The complete 



Citizen Harold, available from Learning Corporation of 
America, 1350 Avenue of the Americas, New York, NY 
10019. 

This activity serves to introduce students to the frustrations 
of dealing with a governmental bureaucracy, to the poten= 
tial power of organized groups of citizens, and to the diffi- 
culties of overcoming citizen apathy. The film Ciiizen 
Harold is especially useful for these purposes. 

Authority, power, public policy, institutions, participation, 
third^party qosIs. 

Given the film Citizen Harold, and a series of short discus- 
sions during the viewing of the^ film, students will write 
accurate descriptions of the problem faced by Harold and 
suggest.pne or more alternative solutions. 



Teaching Strategy 

L Show the film Citizen Harold using the following 
viewing/discussion sequence; 

a. Show first part of film. Stop film after Harold's 
\ first visit to City Hall and pose the following 

questions for discussion; 

(1) Ts Harold's ineffectiveness his own fault? 
The fault of City Hall? Nobody's fauU? 

(2) What should Harold do now? 

NOTE; Avoid accepting one right answer. 
Elicit as many ''should" alterna- 
tives as possible, 

b. Resume showing film. Stop film after the dream 
sequence. Ask students; /'What should Harold 
do now?" 

c. Resume showing film. Stop film^ after Harold s 
failure to organize his friends. Ask students; 
*'Whal do you think Harold should do now?" 

d. Show remainder of film. 'Ask: Did you identify 
with Harold? With his wife? With the man with 
the bomb? Did your feelings change as the story 
went along? If so, in what way? 



Piipil Activity 

View film and participate in class discussion. 
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2. Emludtion: 

m Individual written exercise: Complete written exercise . 

, ■ If you had Harold's problem, how would you go 
about solving it? Could you solve it? 

b. Suggested criteria for evaluating written assign- 
; ment: . ' 

(1) Correctly describes the nature of Harold's 
problem. 

(2) Advances a reasoned argument explaining 
how the problem might be solved or pro- 
vides reasons why the problem can't be 
solved. 




Instructional Activity No. 5 

IkonsUmer Redress 



Recomtnended Usai 



Time Required i 

Materials Required^ 
Rationalei 

Concepts: 



Instructional 

Objectives i 



Senior High School Econof][iics or Problems of Democracy 
courses. Read game information prior to use. If your state 
has laws that conflict with answers given oh sheets used by 
Coordinators of Channels of Appeal you may either make 
the necessary changes or point out the discrepancy between 
. the game and state law in the debriefing session, 

dne class period (40-60 minutes) to complete simulation, 
plus one or more class periods for debriefing and evaluation 
session, 

/ _ 

Simulation Consumer Redress, C^ianging Times Education ^ 
Services, 1729 H Street, Vyashington, DC 20006. 

Students should have some familiarity with the channels of 
appeal for specific consumer complaints and with the pro- 
cess and diffieulties involved in |bbtaijiLng redress. ^ 

Authority, power, public policy, institutions, participation, 
third-party costs, 

■" " i 
\. While playing the game, each student will pursue at 
least two grievances through to their final resolution, 

2, Following the game and the debriefing session, each stu- 
dent will able to list at least 4 of the .6 channels of appeal 
and at least 5 of the special government agencies and pro- 
vide an example of a grievance that would be handled by 

each agency' listed, 

3. Following the game and the debriefing session, each 
student will formulate at least two generalizations based 
on the^ame experiences and will recommend guidelines 
for trying to get a grievance redressed. 



. Ji^^^^tr^^^mr to actual play of Considmer Redress: 

\ 'f^^J^^^P'^'" the gamers objectives to the students. 
" explain the concepts grievance, redress 
and ^'redress of grievance," 

c, assign or have students choose roles. 

d, establish stations and distribute materials. 

e, review playing procedures with students. 



2. Give signal for game to begin. 



Pupil Activity 

.Listen to explanations and directions. 



Each, student performs the activities assigned far his/ 
her role. % 

a. Coordinators of channels of appeal— infof m,. con- 
sumers of the outcomes of their appeals* .\ 
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pebrieflng and evaluation: 

The debriefing session serves both to teach and to 
evaluate through analysis of the game experiences. 
Consumers should, have available their grievance 
aockets and the cards describing each of the griev- 
ances that they pursued. Coordinators should have 
the channel cards listing the results of appeals. The 
clerk of redress records should have the record 
sheet of grie varices redressed. The following ques- 
tions should be discussed by the class: 



a. Ho<v many grievances were redressed by each 
team? What individual had the most grievances 
redressed? Which grievances were redressed by 
all teams? Which grievances did all teams fail to 
redress? 

b. Which grievances were easiest to redress? 
* Which were most difficult? Which took the most 

time? 

c. Which channels of appeal were most helpful? 
Which seemed to have the most power to act? 
Which appeared to have no power to act? Which 
limited its activity to giving advice? 

d. How closely do you think Consumer Redress 
simulated reality? What did the Limbo assign- 

' ment represent? What factors of reaJ life were left 
out of the game? ^ 

Each student should then answer the following 
questions in writing: 

e. List at least 4 of the 6 major channels of appear 
and at least 5 of the special government agencies 
antfprovide an example of a grievance that might 
be handled by rfach agency that you have listed. 

f. What generalizations can you make as a result of 
playing Consumer Redress? Can those generalizti- 
tions be challenged? What guidelines would you 
recommend for trying to get a grievance re- 
dressed? J. 



b. Limbo keeper— informs consumers when the pre- 
scribed- periods of time for their stays in Limbo 
have lapsed. j , 

Clerk of redress— keeps account of grievances 
redressed by each of the teams* 

d. Consumers— attempt to get grievances redressed, 
Complete entry on own consumer's grievance 
docket for each attempt made. 



Participate in debriefing discussion and complete writ- 
ing assignment. 
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Instructional Activity No. 6 

Why Feideral Regulation? 

'■' 

Senior High School EcGrtbmics, Problems of Democracy or 
United States History courses. Because of the level of diffi- 
culty of the reacHngs, the activity may not be app|rppriate 
for students ;having low reading ability. L 

One or two classroom periods. 

Multiple copies (one per student) of Studeni.Readings Nos, 
4 and 5. . ^ I : ; 

This activity presents studejits with arguments in support of 
the use of public policy to control private economic power. 
Nearly 64 years of government regulatory activity separate 
the statements of Theodore Roosevelt and Ralph Nader, yet 
the latter insists that even more governmental action is 
needed. 

Third-party costs, competition, cost-benefit analysis, au- 
thority, power, public policy, institutions, participation, 
capture. 

Given statements concerning the netfdfqx federal, regulation 
of economic activity, students will: 

L identify the reasons for government regulation discussed 
in the statements, 

2. formulate generalizations about why government regu- 
lation has not been as effective as consumer advocates 
would like. 



Teaching Strategy* P«P» Activity 

1. Have students read the statements by Theodore Read the two statements and prepare summaries. 
Roosevelt and Ralph Nader- and summarize the ^ 
reasons that each gives for increased government 
regulation of economic activity. 

2. Ask students to formulate generalizations as to Formulate generalizations about the. effectiveness of : 
why government regulation which began during the government regulation, 
early yeai^ of the century (the Progressive Era) has 
not proven as effective as consumer advocate 
Ralph Nader would like. 

3. Evaluation: Students should include among reasons 
for increased regulatory activity some versions of 
the following^criticisms of economic activity: 

a. Inflation of costs to consumers, ' ^ ^ 

h. Encouragement of inefficiency in critical seciors 
of ihe^edtonomy. 

c. The stifling of innovation. 



Recommended Use; 

J 

Time Required! 
Matartals Required! 

- 1 - 

Raiionalei 

Concepts: 



Instructional 
Objectives: 
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i'^;;, ,. d* The corruption of the politicaj pnd administra- 
\^(0H' . tive processes by the regula|^e4 interests (cap- 
^" v ture^of the regulators by the rejijia^^'^ 

^ The stimulation of competitive fbi-fe^^ 
, economy. 
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Stiiideiit Readiiig No. 4 ^ | 

^ Theodore Roosevelt's View. 



In my message to Congress on December 5, 1905, 1 said:.^ ' V > 

**In our industrial and social system the interests of all men: are closely ^ ^ 
Intertwined that in the imqienie majority of cases a straight-da^%'rtian; wH , 
his efficiency, by his ingeriuity.and-industcy, benefits himself, mpst aTso benefit 
others. Norinally, the man of great productive capacity who becomes rich by , 
guifing the labor of many other men. ji.Of| so by enablihg theih to produce more 
than they could produce without his guvdahee; and both he and tljey sh&re in the 
benefit, which comes also to the publid at large. . Yet, while not merely 
admitting, but insisting upon this, it Ms also true that where there is not 
governmental restraint ^or supervision some of the exceptional men use their 
energies, not in ways that are for the cpmmon good, but in ways which tell against 
this common good. The fortunes amassed through corporate organizatioh^are now 
so larfie, and vest such power in those that wield them/as to make it a ma^tter of 
necessity to give to the sovereign— that is, to^the Government^ which represents 
the people as a whole — ^some effective power of supervision over their corporate 
use. In order to insure a healthy social aqd industrial life, every big corporation ^ 

ipshould be held responsible by, and bd^ aecountable to, some sovereign strong - 

VlendUgh to control its conduct, I am in no sense hostile to TOi^orations. This is aii. 
ag^ of iqpmbipation, ah^ any effort to prevent all cbmbihation will be not only 
'useless^ but iri jhe end vicious, because of the cdntgmpt fpr Iw 

' to enforce law; ihevitably produces. W# should, nibi^pver, recpgni^ in cordial 
and ample fashion'tiitf immense good effected by corpora^ agencies.ln'a cbuntry 
such as ours. . . . The corporation has come to stay, j^b^s the trade uinlog has 
come to stay. . , , Each should be favored, so long as it does good/ But'eaph sfo 
be sharply checked where it acts against law and justice. \ ^ , • 

. . , The makers of our National Constitution p^ovidbd especially that^'the 
regulation of intersjate^commierce should come within the sphere of the General 
Government? 'The arguments in' favor of their taking this stand were even then 
overwhelming! But they are far stronger to-day, in view of theh^enornlous 
development of great business agencies, usuay.y coporate in form. Experience ^has ^ 
shown conclusively that it is useless to try :to -get any adequate regulation and 
supervision of these great corporations ^;S|^tte action. Such regulation and 
supervision can only be effectively exefcjsed by a sovereign whose jurisdiction is 
coextensive with the field of work of the dprporations— that is, by the Natic^iiaihr*^ 
Government. I believe that this regulatton and supervision c^an be obtdned^b^ the' 
enactment of law by the Congress..^; ,- .0&r steady aim should be, by legislation, 

^'cautiously andcare^lly undertak^; but resolutely persevered in, to assdtf the - 
sovereignty of the National Government by affirmative action. . ,>;>^ 

''this is only in form an innovation. lA substance it is merely a restoratipj|; foV ^ 
from the earliest time such regulation qf industrial activities has been recpghized 
in the actlon of the lawmaking bodies; ^d all that I propose is to meet the chahsed^ ' 
condiifions in such manner as will prevent the Commonwealth abdicating [^/c] the^ 
power it has always possessed, not only i^ this country, butalso in England before^^ 
and since this country became a separate nation. * ■ 

''It has been a misfortune that the National laws on this subject have hitherto 
been of a negative or prohibitive rather than an aflhwative , kind, ahd still rnore , 
that they have in part sought to prohibit wliat could not be effectively prohi6ited, 
and havefin part in their prohibitions confounded what should be allowed and 
what should not be allowed. It is generally ^iseless to try to prohibit all restraint on 
competition, whether this restraint be reasonable or unreasonable; and where it is 
not useless it is generally hurtful. , ; . What is needed is not sweeping prohibition 
of every arrangement, good or bad, which may tend 'to restrict competition, but 
such adequate supervision and regulation as will prevent any restriction pf 
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competiUqititbto beip to the detriment of the public, as well as sflch siiparvision 
and regulat^n a| will prevent other abuses in no way connected with restriction of 
conipetidon;'^ ; V :y 

I haYe cai^d your attention in these quotktions'to what I have already said 
beeause/r dm ^tiSfied that it is the duty of the National Government to embody in 
action the prirtciptes . thus expressed^ ' ' 

No inosSl part o^lie trouble that we have comes from carrying to an extreme the 
nation^ virtue. of sel^^ of independence in initiative and action. It is wise 

ito^ Qbm^tvi^^ ^nt^ and to provide for its fullest exercise, compatible with 
jsebtag that ||l^rty does not becoine a liberty to wrong others. Unfortunately* this 
isihe kitid of liberty that the lack of all effiictive regulation inevitably breeds. . . , 
This does not mean that there should be any extension of Federal authority, for 
such authority already exists junder the Constitution in amplest knd most 
fat-rtaching fbrni; but it does mean that there should be an extensi^ .of Federal 
activity. This is not advocating centralization, It is merely looking facts in the 
facfei and fealizing tharcentralizatiorh in business has already come and can not W 
avoided or undone, and that the public at large cart only protect itsilf from certain 
evil effects of this business centralization by providing better methods for the 
exercise of control through thi authority already centralized in the National 
Government by the Constitution itself. ... ^ . . 

Source: Richard Abr^ms. ed.* The Issue dfP^derul IReuulmion in. the Progressive Era, The Berkeley 
Sirias in American History (Chicago: Rand McNally &'Co., 1968). Reprinted \vith permis- 



Student Reading No. 5 



A CltwiA^s GiMde to tN Amtrican Economy 
M Ralph Nader 



This yew [1971] the gross national prpduct,of the United States will exceed one 
trillion dollai^. while the economy will fail to meet a great many urjent human 
needs. This contrast between the stitiftics of growth and the fact of economic 
deprivation in Ameijca has becomd more and more ^vident to the public during 
the past decade-^specially in such dramatic caies ^s that of the medical care 
industry, which has received vastly higher payjments from both the government 
an^pal^ts, while the quality of medical c^e itself remains unchanged or has 

, h^Bme wefrse. , / ^ ^ ^ n 

^^Mfanwhile: the impact on bur Uvea of the largest economic force of^all, the 
corporate economy* has been badly n^gfected Mose formal inquiries i 
just and efficient usejof national wealth haveUailed to measure how the citizen's 
dollars are being wasted and depreciated lii the^inprket place and his taxes 

* converted into corporate property and incon^. • - J . ^ 

' ^ What ate needed now are analyses of the corp^te economy that will do what 
econonrists for the most part have failed to do: show how.ciorpbrations, by their 
control of both the i^rket and government, have been ^ble to divert scarc.^ 
resources to uses that have little human benefit or are positively^ harmfuL Such 
studiqr^^ will show^ the folly of pouring ntore dollars into the pieve ofan 
irresponsible corporate iVsfem. ^ . , ^, u 

. : . r would like tp outline^some oftKe major categories in which the abuses fall 
and^to give a few of the rhany possible ektoples of how they work. I call these 

' - categories ^'sub-econoipieS." ... , 

1. The involuntar^^sub^conomy. By this I mean the billions that consumers 

. would not have paid If thev kne^ or'could control what they w^re getting or if 
corporationr observed ^l^ftntafy standards of honesty, safety, and utility in 
producing and selling th^ tMngs that are bought. Consumers are now spending, 
billions of dollars for ^oducts sold under false pretAises: meat and poult^-y that 
are adulterated withfat and water|Mtent inedicines, inouthwashes, and '^aids" to > 
beauty and diet thaf do far less thfn they are said to do br nothing at all. Both the 
Food and Drug A4miWistration and the Natio|^i^ Ac3d^y of Sciences have 
compiled lists of drugs, patent medicines, and m*6WHwasherthat are valueless for 
the purposes they ad^#tise afttf o|ten harmful as well, m in the case of certain 



antibiotics.... ^ ^ ^ ^ ^ ^ 

, ^ * .2. It is in tfte transfer sub-econoflty . . . that the prices for goods and services 

^ t -may rise unconscionably as they move from the supplier of raw materials to the 

. . ■ . I. jnanufacturer. and then to the wholesaler, the retailer, and the consumer, The 
j ^ / announcement of a jrice increase by the steel, aluminum, and copper industries 

cbncems the White'^lloyse economistsTar more than would a sudden increpe m 
^ w " retail prices. It is not simply that a rise in the p^^^oy^el will cause a rise in the 

• prices of steel predicts. The economists know ^ha^Wch increases will escalate 
sha^ly as they pass from one shared monopoly or oligopoly of Jteel ^uyers and 
* sellers to another, unt^they reach the consumer who'^y well have to buy his car 

or stovS from fin ''exclusive dealer.'' . 
: \ , 3^ Both^ub.^onomies I have mentioned so far are facilitated 

markei smb-ecohomy. By this I mean the thousands of arrangements that make if 
, . possible forwrpo^tions to avoid competition over the price, quanlit^;^ and qua!- 

; ^ ity of thitigs made and sold, so that the value of what buyers: receive is often 
\ ■ ' * . outrageously distorted, by comparison with what the value wouia be 

was not cohtrolled. W , 

^ny of the practices in thii sub^-economy are violations of the anti-trust laws 
that have become both familiar and tolerated: price fixing, product fixing— for, 
\ example, the auto industry's entrenchment of the internal combustion engine— 
■ . shared monopolies, ic. Tbey also include 

■ ^ , , . ofi^ ■ 
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such as ejieaisive restrictiohs 

tying up ofpatitus.. . . . . ' » ^ 

* V » The Pidtral Trade Coiniiiiisioh has estimated fh&t if highly goricintrata^ *' \ ' 

industrlis were broken up by the anti-trust laws into more competitive aompanjef , \ * ^ 
so that the four largest firms in industry would not ^htrol more than 40 ^rcmnt ^ 
of that industry' S'^sales, prices would /^// by 25 percent pr moM. This estimate 
applies to such m^or Induitries as autos, steel, « copper, aluminum, containers, • 
chenucals^ detergents, canned ioupij CQ^^ ^ ' 

Another example of ihe conirolled iconohiy thai ainive wilh— and for iha ^ 
most part tolerate~is the manipulation of zoning by cor^rations so a| to control 
the use of landi Zoning boards were originally supposed to bring ihp exploiUi^0^ : 4 > 
of land under democ^tic control. In most cases. In fact, lai^e ^iporations an^^^^^^^ / ^ ' ft \ 

other powerful real estate interests are' a^le ^ ^ 

granting land restrictions, or obtaining ''v^ances'' from e^istfri^ * : ■ 

are profitable to them, * . * ' . ' _ jft . %^ 

4. Such an example brings us to the corporate socialism ^dub-ecSltamy ^ #1 - * 

includes both a) corporate pressure on govenpment to u^ustifiably*trpisfer public : ^ 
fqi^i and privileges to corporate, controj and b) withholding^of piropar piymep^ j ' ' 
and other obligations from the government by the corporations that tfwe^thim. ' ' * ^ 

The tax system has ^become, to a disgraceful degree, an indirect subsijdy to * ^^ 

corpprations and other privileged grotips. Many of the glaring tax loophole^ * 4^ ' ^ 

ough Congrass each year are Jn effect huge payments by the g , ^ # * 



money it would otherwise ^ave received, . .-. Thanks to the oij dej^letion 
^flowance, among othtfr loopholes* the Atlantic Richfield Oil Company, to take an 
^extreme example* had a net income of $797 million, while paying no federal tax 
whatever* from 1962 until 1968, when it paiiat the rate of 1.2 percent^ v 

These ''tax exper^itures*' by the federal government have thair local QOuntar-,r 
parts in the gross undef^ayment of prbperfy ta^ 

estate developers,^ and commercial and industi^al property owners. A|>relimin*lfy 
estimate shows that local taxpayers are paying a subsidy of at least $7 billion a 
-year to such interests when they allgw them tq evade property taxes. . . F 

The direct subsidies paid for agricultures shipping, business promotion, and 
''research*' are quite as important . , , as the indirect subsidies paid byvthe tax - 
system. The' Department of Agriculture, for example, is np^ spending , over $4 
billionr.each year for its, subsidy programs, . P. Big corporate famis recejve the 
lion's stare and Congrjpss does hot question the inequities that result. ! . . Thanks 
to Senator Broxmire arid others, the public has at least tegun to learn of the waste : 
and mismanagement in defense contracting, and the consequent multibjllion- 
dollar "cost-oyerruiis'* that have become comn^onplace— e.g., the $2 billion over- 
run paid Lockheed for the C5 A3. 

5, The campulsdry c6nst4mption sub-economy is not part of any recognized 
system of econoniic exchange— but ait has grave economic^effects. I am ^referring 
to the compulsory consumption of environmental pollution and compulsory 
exposure to occupational health and safety hazards. These reduce the quality of 
the gms^ national product and ihu^ diminish the value of the citizen*S'^dollar, even 
^when they do not directly compel people to pay for medical treatment, for 
exampW'. , . . Air and .water pollution are eaich costing at least $.14 billion a yean 
(The yearly damage t6 California crops alone from air pollutiOT runs to $45 
milli^ifl*) The costs to the unborn, or to the enviroDment in the future, have not 
even ^aen estimated, ^ 

Safety and health hazards onjobs in factories, foundries, mines, and other work 
places are also a forrii of compulsory consumption. They now cattse three times as 
m^hy injuries as street crime: 15,000 sudden deaths last year, uncounted 
tlfeusands of deaths resulting from occupational disease, "2.5 ipllUon disabling 
injuries,^ several million cases of less serious injuries ^nd illnesses. ... ^ - . : 

6. The expendable sub-eccmomy is composed mostly of poor people who are' m 
being excluded from the services of the economy at large. It is not simply that the 

poor pay moret^ey are not being allowed to buy. In Washingtdm, Baltimore, Nfew , 
Vork, in f|ct ifftvery large city, insurance and banking firms coq^monly "red * 
line''— or refuse to do business with— people in the poor districts, . . , But by 
cutting off the funds needed for^housing, ipr financwg sm^ll business and for 
municipal bonds in the 16w income areas of tfite citi^, the banks and other lenders 
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* are causing the de|irioration of the urban iGonomy and iiuuring the welKbeing of 
M : * mUlI^iis of peopl^^ ' _ e 

t'he go^^mment, morsover, has b^om© a willing partqef in such discrimina- 
tion. *n provides fast tax writf-offs for airplanes, coinpptersi bulldozfrs, and 
trucks, causing loan poney to flow in these directions and not toward loans to the 
^ poor and th^ise who have more urgent nt^. It provides tax inducemertts for slum 
, i * * ^ , iandlgrds-who are allowed to depreciate'slum property at an accelerated rate and 
* to . pay Gflpital gains taxes on profits from sales— a process Which Is quickly 

^ reptated^ ths next slum 1^^^ ^ ' * . ■ 

,f # w Tnite fide^^ artificially restricts the money supply in order to 

; ^ ^control hrflation. It should insure that all sepfients of the bon^winj public be 

* 1* ^v§n equitable treatment so far as restrictions on bomwing arfe concerned* , . 

i ^ ^, is «Apol^sts for the present corporate system will argue that the sub-economies I 

/ / 7 * described so generally here are justified because they support industries, 

^ 0 ^ creati|Dbs, generate income. But it should be clear that their operations and the 

^ / li^ds of nee^s they s«isfy are, to a great extent, neither desirable nor socially 

,*|^ ^ * responsible; in mai^ cases they are not legal A safer traffic system^ would no 

^ ^] douh^|i^aken*the accident-iiyury industry, and that is as it should be. For most of 

^f, : ^ 5 ^this century there has been declared a national consenstis in fevor of competition, 

ai^weH as numeroOs laws designed to encourage it, but both have b^^ 
V ^ # niost pMl betraye^. When they have not, the benefits for the citizm have been 

" - ^ dramatiij^(Last year a new supermarket chain broke into the com 

' ^ket ^Washington, D.C. , long dominated by three major chalfts, This episode 

and a de(ailad FTC report on monopolization of food prices in the Washington, 
. J ^D.C, area, according to an FTC report, saved Washington consmrief s $40 million 

tin reduced prices in pne year.) Indeed, each of the sub-economfes I have 
described subverts values thaj are deeply rooted in American life. 
■ What has been tragic is the general failure to understand how this occurred. 

' Fundamentally new ways must be found to make both govSrhment and corpora- 
, tions dbcountablf . We should pursue the suggestion already made by soma social 

critics for a '^social accounts system' V. which would enable government and 
* ' . citizens to evaluate whether programs of educatton, medicine, and transportation, 

for example, were improving or deteriorating in quality. . 
^ -1 ^ Similarly, computers should be made directly available to the citizen, and 

' -i, ' should be accessible both at shopping celiters and by telephone. Such a chpap and 

^- * simple source of iitformation, which would give advice on the quality of products 

I ?and of government and private services, could do much to squeezf ihef waste and 

'-^ \( ' deception out of the economy and give value to the dollar. ... 

>r . , / The task of the consumer movement now is to gather and analyze and 
% ^ djsseniinate . . . Information by demanding it ^m th? three branches of 

V 'government and by mounting private actions by coftsumer groups to publicize it. 
/ . ! Such information is Jhe currency of economic democracy, the first Hool for 
' changing^the perception of citizens?jarid society itself 

* ■ 

, . '^A Citiztn's Guide to the Amfrican Economy.'- by Ralph Nader from The New York Review, © 

Septeniier 2. The New fork Review, New York, pp, 14^18. Reprinted by permission. 



Instructional Activity No. 7 ' 

t Whyr Regulation Faili 



Recommeiided Uwi 

Time Requiredi 
Materials Requiredi 

Ratlonaiei 
Conceptsi 



Instructional 
Objectivesi 



Senior High School EconQmics or Problems of Democracy 
courses. 

One class period, 

Multiple copies (one for e^ch studf u|) of Student Reading 

No, 6; ^ > ^ 

A major pui^ose of the activity is to acquaint students with 
some of the major criticisms of regulatory agencies. 

Third-party costs* competition, inefficiency, authority, 
power, public policy, institutions, 

Given several excelrpts critical of the activities of regulatory 
agencies, students will: 

L identify the problems discussed in the excerpt^ the 
remedies proposed, and classify these remedies as pro^ 
cedural, structural or antiregulation. . )^ 

2. formulate generalizations about why government regula- 
tion fails. 



Tea<qlitng Strategy 

.r4 . Distribute the reading ''Why Regulation Fails'' 
and have students complete the exercise as an 
assignment or as class work. 

Note: Students might have difficulty in distin- 
' guishing between procedural, structural and anti- 
regulation remedies. You may wish to give them 
the following explanations: 

A procedural remedy would be a change in the 

way the regulatory agencies operate. 

... - ^ 
A strHctural remedy might be the combining of 

agencies or agency functions, the creation of new 

agencies, the provision of more citizen control, 

etc. 

. An antiregulation remedy might be a proposal to 
abolish regulationi mtter than change proce- 
^ dures br structure. 

2. Discuss student responses in class. 

3. Evaluation: Students should include among the 
criticisms of regulatory activity identified some ver- 

i ' siqns of the foll(^ing: 

a. Inflation of co^ts to consumers. 



Pupil Activity 

Read and analyze the excerpts contained in 
Regulation Fails.'' 



Identify the problems discussed, the remedies pro- 
posed, and classify the remedies as procedural, struc- 
tural or antiregulation in nature. Formulate a generali- 
zation about why regulation fails. 



Participate in class discussio^. 
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b. Encouragiinant of inefficiency in critical sectors 
of the econoiny . * 

c. The stifling of Innovation. * 

d. The corruption of the political and administra- 
tive processes by the regulated interests (capture 
of the regulators by the regulated)* 

-^eT^he-stimutation-of-competiliv^ 
economy, . 



Student Reading No. 6 

Why Regulatlbn Fa^^^ 

--^-^—^"^^r-^^- -------- -^^-—^^ — - — =- - 

Although onlyj^bput 10 percent of the gross national prpduot is subject to 
fideml regulation, the regulate sectors include many espefltial economic ac- 
tivities. Transportation, confmunteations, energy, bankingr^tilitias and haalth 
cara are industries subject to^xtensive, regulation* Critics of government regula- 
tion of business differ in their political and economic philosophies and con- 
sequently view problems differently and suggest widely divergent reformi. , 

Read each of the following excerpts carefully. Decide in each case what 
problems the author faels need to be solved and what remedies are proposed. 
Which selections emphasize procedural or structural reforms (better regulation)? 
Which salactions argue for less ^ Regulation? Based on these salections make a 
general statement about why,gover|nrnent regulation fails. 

1* ''Let me give you some fexample^ of current regulatory policies which are 
costing the consumer milliph?— 6ven billions— of extra dollars annually, 

For instance* in the trucking industry, certain Interstate Commerce Commis- 
sion regulations force many trucks to return empty, after making delivery. The 
National Commission on Productivity has estimated that this regulation costs 
$250 million a year. Eliminating it could fflso save a quarter of a billion gallons 
of gasoline a year.*' ^ 

Source: Z. D: Bonner, "The Abuse pf Power by Regulatory Agencies: The Cost to the 
Consumer/* VUal Speeches of the Day . Ummry 15. 1975), p. 195. 

2, "The agencies often defend such practices on the grounds that it serves the 
national interest to protect key industries— for example, faltering flag carriers 
like Pan Americaft World Airways. Even so, such protective policies can 
backfire. They can encourage inefficiency; they can block badly needed new 
technologies. Communications satellites were long needed to relieve the 
overloaded U.S. long-distance telephone network /butlafgely because of FCC 
dawdling, the first domestic communications satellite was not launched until 
this year [1974]. By keeping natural-gas prices unreasonably low during the 
1960*s, the FPC discouraged exploration for new supplies and thereby helped 
create today*s severe natural gas shortage. . . . Finally, some agencies may 
simply be redundant. An independent arm of the treasury, the Comptroller of 

1 the Currency performs some, of the same bank supervisory functions as the 
Federal Reserve and the Federal Deposit Insurance Corporation, and some- 
times not as well: in a recent audit of New York's Franklin National Bank, 
it failed compj^ly io spot any signs of the institution's impending collapse." 

Source: '*How to Regulate the Regulators," Time (October 21, 1974), p. 58, 

3. ^'Regulatory agencies have delayed or prevented a^ number of technpiogical 
changes that threatened either to shift substantial business from one regulated 
firm to another or to result in substantially less profit for regulated fmns generally. 
The agencies most often guilty of such choices are the ICC and the FCG — ^for 
example, in impeding use of the Big John hopper railroad car, prohibiting 
foreign attachments on the switched communications network, and restricting 
the development of pay TV. All of these are examples of a long regulatory 
delay, for eventually the regulatory agencies did permit the new technological 
development." p ^ 

Source: R^rming Regulathn, Washington: The Brookings institution , 1972, p. 24, 

"^ofesior Sam Peltzman found that the FDA*s requirement that drugs be 
' proven effective ha^ffectively eliminated the big drug eon^anies' smaller 
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rivals, iii€^as€d drng priciS by at least $2pO million a year, and, by delaying 
the {htr^uction of life-saving new drugs by two to four yiars, cost more lives 
* than wi^sayid/' ' 

Smmi **Nadf r v. Coniumtrs," National Rsview (July IS, \915l 

4. . . the one group which does oversee agency activities with a keen critical 
eye is the regulated industry. It expends considerable effort in lobbying 
agencies md Congress to make iti position known and to see that it Is 
accepted. Industries have the resources to assipi someone to cover agency 
rule-mining . on a full-time basis. Over time, they develop channels for 
obtaining preferantlal access to the early stages of decision-making, when it Is 
usually easier to affect outcomes* Their pressure tactics are refined, focused, 
md effective. The long-term personal relationships th^y nurture with key 
regulatory personnel ^e likewise aidi to successful lobBying. 

^ Given the context in which most regulatoiy agencies operate, indusUy has 
other buUt-ln advantages. On questions of rate regulation, for example, 
regulatory decisions frequently are made on the basis of Industry figures and 
forecasts." 

Souree: Richard c/Laone, **Publig Iniereit Advoeagy anJ'the Regulatory Process." Annals 
of th^ American Academy iMMQb \9nh^ 

5. "i; , ; by attempting to repeal the law of supply and demand and replace it with 
. fSrtiflQM controls, orders, special privilege^ tod compulsory arrangements, the 

v^t^rai government has disrupted normal, efficient market relationships and 
ttjade paltertis. Thus, production has become more cosily and these costs have 

^ t been passed along to the consumer in the fojm of higher prices. Had 
U campititibn &en aHowed to flourish, the high-cost, inefficient producer would 

' S%va.siicfaunibk the challenge of the IbweMOst mo^ efficient producers. 
Thul; cB^pigtitiq^^^w^ and even high prices were the result." 

" Airiine passetf^rs&> ^^ive^ much af^cted by antl-competltive regulatory 
policies. The Civil Aeronkutics Board several weeks ago [1974] rejected an 
application by a privately-owned British airiine to fly scfieduled New York to j 
London flights for S125 each way, a pride which Is a little more than one-third 
the current edbnomy fare.*'* 

Source: Z. D. Bonner, ^'The Abuse of Power by Regulalory Agencies: The Cost 10 the 
Consumer*" Vital Speeches of the Day (January !5, 1975), pp, 195-196. 



*EarIy in 1977 Laker finally did gel permission lo charge these low rales on flighls between New York 
and London v. v. 
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Instt^f^^^^ No. 8 

];Be^l9tiotiiii>f^4>^ — 
Pdiicy it^^ Pursue? 



Recommended Usei ^$0^iaF |;I^tt Sdho^ or Problems of Democracy 

/jpiifci^/icti^ jS^bnd 7, pages 4% to 52.) 



Time Riq^iI^di 
Materials Required: 

Rationatei 



Concepts: 



Instructional 

CMBjectives: / : 



:0ne;^r^wo^4S?minut^ periods. 
?^rt^;^r# ftpfca&tiyit^^ 6 and ?. Multiple copies (one per 

'/^^ to examine the value dimensions 

{ i^jFithe^'feg^l^t^ controversy. The complexity 

: '\'6f the Wguljiti^iy^.p^^ is a central thread of the activity. " 

V '.tthirdrp com^Ution, cost-benefit analysis, au- 

J J; ^horit)^; ^y^6 r^; public ^Hcy , institutions , participation , 

n i^avih^'ibm anci 7:and having read "De- 

^h^ireguiatkrti :Stearet an Industry^* -and /'Can. You Find the 
- -vTriick fp^thi^^ i\ 

' /jy. Identify/ ^^4^ cortpems of pro'pon^lto ahd;^ritics of 

/ ^. - esia^iish criteria* for^ iiicre^|d gp^^ernrtii^^nt regulation 
^/ / v / and/or dferegulatiohv ' x= 0 ? 

'v^'?i3. make personal vaiu^decisions^Bokt appro^Fiat© policy ^ 
; . / ■ . Z in the transportation industry v^^^ 



■ Teaching Strategy. * ' ■ ^'v,; - y; \ V '^ \ - 

K,,Asfc sludertts^ to coniparey^thb ysls^^^^ 
[:[ )iagi|lq|tion from activity j& w\t^^^^ 

froln activity 7 on N^fhy:i'^gulatk>h fpi^^ 

Have students read ; 'De,regui§lion Scares 
try'* and" Can You; FWd the Wuck^ Pic- 
; , fure?-'; (Reading^ Nb$. t jand 8) . v ^ 

3 . Have Students discuss "t^ following -irt small 

/.'groupi:'^' . '^^ ^^^^ \ ^ ■ 

av Why 'are the airlines; their isnions, the Associa- 
tiori of Americayi Railroads J the and 
. x the Teamstets*; union Djp^^ 

V b. What u^puld you use for cnteri decide when 
■ . inereased regulaiibn js apprdpfiate and when de- 
. . regulatiop ought Jo be pufsued? 

' which 'ppJicy wbuld you pursue \n the transpor- 
: taUon industry 



Pupil AfciriVltjr , ' . \ . 

Compare thd :afcjWer^ from activltie$\6.and 7. 



Read the two articles. - ■ V * ■ ^ . 



Participate in small group discussiojisv ' ■ 



A 



• '..-'is -'.x ■ 



4. Have groups share answers in a class discussion. 



5, Evaluation: • 

a. Students should recognize that those who advo- , 
cate increased regulation and those who criticize 
regulation base their opposite positions on some 
of the sgme^conQmic^pi^^ — ^ 

b. Students should indicate nhat personal value 
judgments are involved in decisions about what 
* types of regulation are desirable arid whether or 
not the benefits of regulation outweigh the costs* 



Present and discuss responses resulting from group 
discussions. \^ 



I ■ 
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student Reading No. 7 



Commsniftry/'iransportation 



Deregulation scares an Industry 



Are thioriits in the Transportation Dept. Td^dling with the 

S. transportation indust^ knd threatening to wreak it? ' 
Virtually every transportation executive is eonvincad that 
they are— and that the syftena^cannot be put back together 
again if the tinkering jjbyp^ deitructive. No one can know , 
whether the theorists ifc the working transportation exeJi-* 
tiyes, will be proven, f ighl, but more and more it seems that 
•"tfl® ttoujitry is going to find out. 

Broadly^ the thinking at Transportation is that the system 
no longer worka. Much of the induitry does not get a large 
enough rate of return to replace it^ equipment^ particularly at 
tomorrow's prices. So carriers seek more and more boortsip 
rates and fares, adding to Inflation and, in som^ -^^Ga^ii^^ 
reducing their own volume, Meanwhilep there ari tap many "i 
underused railroad tracks^ teo ■ ftiany trucks with empty 
"baekhauls," too mahy unfilled airplane seats. 

Freed from regulatory overprotectio,n» department theorists 
reason, carriers would compete mor e ^ggressivel^^. The old 
^ -And inefficient would disappnari and^ new ones would be 
created. Fares and rates would go >JdQ^n, utilisation would 
^ soar^ and eveiyone would benefit except people and' factories 
in small, ouWf-the-way places ^.and- evefi they would be 
served, at a price, A transportation induitry wuld emerge - 
with.a rate of return sufficient to attract capital for plant and 
equipment replacement 

A tairy pfoipcet. TransporWion executiveji, find this all very 
.frightening. As they see it, transportatioi^ is bept organized 
around haymg a certificate of public convenience and neces* 
'ii1^..;in theory, a certificate en'sure.s, th^. markets are not 
oversaturated with entrants. The certificate is the main asset 
of^airlines and trucking companies. Its chief disadvantage is , 
thkt It %lso requires carriers to serve some markets, in the 
public interest, at a loss. 

The Transportation Dept. thinks that new managements 
with afresh ideas should be allowed in. Even the threat of their 
entering a lucrative 'market should force prices down and 
service up. But transportation executives maintain that 
freedom of entry must have a compani^^ feature; freedom df 
exit If new entrants are to be allowed to skim the cream, the 
existing carriers know that as a practical, ^litical truth they 
are going to be left with the skimmed milk: 

The depth of their feeling showed up at two recent meetings 
held simultaneouily. One was a coovention of the 'Airport 
Operators CounciP in San Francisco, the other a "Town 
Meeting on Transportation^' in Boston. Both meetings 
featured John W. Barnum, Deputy Secretary of Transporta- 
tion and chief spokesman for the new ideas. 
The sirport ittus. In San Francisco, many airport operators 
expressed concern that even partial airline deregulation would 
put small community airports out of business. "It looks to me . 
as though the small operators are the ones who will have to 

Reprinted from the October 25, 1976, issue ot Business Week by special permission. © 1976 by McGraw-Hill, Inc. 



,pay," one operator told Barnum, Barnum replied: "If the 
airlines insist on the status quo, their debt ratios will ^ntinue 
to grow, and they will slide IH& l^nkrupt^. If that happens, 
you won't get service anyWajr/^' / ' ; % 

In toying with ideas of /freedom of. entiy and exit, thS 
operators charged, ho one hu giyen enough thought to what 
tnia;will do to the airports' ability to J^aise money froni 
revenue bonds, **Unddft deregulation," said Ernest E. Dean, 
executive director, of iflie huge Dallas/Fort- Worth Airport, 
"the legal obligatioris of the eight air carriers at our airport, 
who have assumed financial responsibility, for $422 million in 
revenue bonds, would become clouded." And Clifton A. Moore, 
general manager of Los Angeles International Airport, added: 
"It seems to nie that Wall Street ^nd houses are going; to 
.take an awfull|j^lose look at this/' f 

Barnum lisi^ried to those fears,' promised to cdrtplder them, 
showed ho si^^Of changing his mind ^ and flewbff to Boston 
fpt^ jnorCa^u^^^^^ Boston audience included railroad, water- 
'Wai^, lrMckin^,.ftnd sh spokesmen who always squabbled 
The tinl^ingS^rcfe^ though, was a distrust of Barnum and 
Transportafiori Stoetary William T,,poleman Jr.,^ 

In line with the department's thinking that there are too 
many miles of ; underutiUzid '^aiii-line tracks, Barnum 
su^ested that he looks for ah interstate rail network of very 
busy main lines, with the ristof the trackage downgraded or 
abandoned. The department appears read to insist that $1.6 
billion authorised by, ^phj^ess m th^ Railroad Hevitolization 
& Regulator jRefoi^ntY^^ will be 'forthcoming only for a 
streamlined railroad >pIa^^'4^We do not need the main -line 
structure as it " pre^ftl5f,;^e?c5its," Barnum said. To this, 
Stephen Ailes^prest^etit of the Association of American 
-Railroads, countered with accusations of "bureaucratic frus- 
tratioH of congressional intent." . ; * 

AH^kj 0n all ildtf. The truckers were no happier. Under 
deregiilation, said Lee R. SoUenberger, chairman of the 
"^^erful American Trucking Aasns,, for-hire truckers and so- 
called piok^and-choose operatore would take profitable busi- 
ness away from the common carrier truckers, "The whole 
philosophy . . . seems to be to create more carriers and n^ore 
competition," he said, "but it won^t work." 

The angriest sniping came from C. J. Chamberlain, presi- 
dent of the Brotherhood of Railroad Si^almen and chairman 
ot" the Railway Labor Executives' Assn. He accused the 
department of trying to reshape ^e railroad industry by 
forping mergers and starving some roads into failure. The 
only way out, he told the meeting, was to elect Jimmy Carter 
and get rid of Coleman. 

But there is no evidence that this is the way to get rid of 
theorists in the Transportation Dept In fact, SoUenberger 
re^rted to the conference, "I told Jimmy Carter, 'Let's have a 
little evolution but no revolution,' " and Carter responded 
with no promises and a one-pagei vaguely worded statenierit.. 
So, in spite of the terrible rifks that transportation executives 
see, it seems that the theorists will get a chance to put their 
ideas into practice n^ matter who wins the PrisidenQr, 
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Student Reading f^p^S 

" 's Dicture? 




Remember the puMie game 
ytjij pinyed hb a kid? 

Well, governnient regulalors 
have been playing games ^ith 
the trucking industry. And it 
hasn't been fun. 

Now they want to piny the 
bigj^ent fun garne of nll = 
f/eregulalion. 

And while it may look good 
on the BUrface, it may not be 
the panacea it seeinR. ' 

Because while deregulation 
would allow free entry into 
any mnrkeb, It would mIbo 
allow free fxi^ from any market. 

Which could, deprive every ' 
smnll town and city of the 
benefits of truck transpof tation, 
And wronk hnvoc with an in= 
dustry that— i4fankK to some ' 



good and basic regulations— 
now provides every point in 
the country with an dfflcient 
method of shipping gOods, 

We urge^'you to look.veryj 
very closely at deregulation.' 

Because isn't it frightening 
to look at our country and not 
see trucks a nd,,j),^ick4railors - 
in the pictur^^H^ ' 



rinted by special permission. Copyright © 1976 Fruehauf Corpotation. 
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Instructional Activity NiO. 9 

^'A f reMer Ff6e of Charge . .^^Ittiqsf' 




Recommended Uitf Senior High School Economlcs^^firpblenvi of Derndcracy^ 
. 'CoUrses. Prior to conducting tl^aptivily yau nriky wish to 
' write to tht Federal Trade Com!^&|ip^or;ni^€ recent pub^ 
Ifcations^ Inquiries should be |^^p^te4^^ t^ Ffederal 
^ Ttadi Cqhimiision, Pennsyj^pi^nia^ 
' Washington, DC 205^/ 



Tinie Required i 
Matgrials Requlnids 
" Rationale I \ 

Cpncep[tsr ■ " 



Instructional 

ODjectiveir - 



A 



i Three-tour 45-minute;^laiS^'pmods.^:^ 

• ■ ,, ^ ' ■ _ ^ ■ . * ■ ' . - i. " = ■ ■ 

Multiple copies of Student Reading No* 9; / 

The miijoj purpose of the activity is to acquaint students 
with thfe specific functions of the Federal Trade Conifnission 
as an Sxample of a regulatory agency. - i^^ 

Oppfprtunity cost, cost-bweflt analysis, authon^, power, 
public policy, institutions. ; S 

Giv6n the case study, '^A free^fer free of charge . almost,"' 
and series of exercises, students will; 

1 -. Identify the ways in which the QOuple in the case was 
^deceived prmisled. ^ , * ^ 

2.^:list those items. the couple was entitled to know under 
existing law, / 

3; identify the mistakes made by the couple. 

4, describe the responsibilities of the Federal Trade Com- 
mission and give examples of specific problems that can 
be appealed to the FTC. ' 



Teaching Strategy 

' 1 . Distribute Reading No, 9, ''A freezer free of charge 
, , . almost,*' and ask students to read it and pre= 

" pare themselves to ^iscuss the questions included 
with the Case/ 

%. Conduct a class discussion based on the case, en- 
couraging students to volunteer additional exam- 
ples from personal or family experiences. 

3; Assign individuar research projects on legislation 
relating to the FTC (1906 Ftood, Drug, and Cos- 

* metic Act with 1938 amendment; 1914 Federal 
Trade Commission Act with 1938 amendment; 

, 1939 Wool Products Labeling Act; 1951 .Fur Prod- - 
ucts Labeling Act; I953 Flammable Fabrics Act 
with 1967 amendments; 1958 Textile Fiber Products 

» Identification Act; 1966 Fai^ Packaging and Label-^ 
ing Act; 1966 Cigarette Labeling Act; 1970 Fair j 



Pupil Activity . 

Read the .case and prepare answers to study questions. 



Participate in class discussioft. 



Complete research assignment and share results with, 
the class, . 
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CrlditiRepoittng Act; Lagislation involving the FTC 
protjosed and/or pasiid after 1970,) 

" ■{- • ' ' ' ' '' - 

4, Diicuss current raspgnsibilities of t^e FTC and ttje 
proofisi by which its jurisdiction has been extended. 

5, Assign students to use the Redders GmW^ and other 
^ indies to find current examples of FTC cases ^ , ^ 

6, Evaluathn : Th^ teacher can evaluate progress to- 

. . 'ward the Ihstrudtional objectives during the class, 
discussion. Of^articular value irt asstsiing stu-' 
dem underst^ding of the FTC's role wUrBe the ap- 
pliqability of the current caifts collected in the final 
research assignment. ^ ; - 



l>articipate in class discussion. 



Pursue the assighmdpt* 
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Studertt Reading No. 9 



' ' Dorothy and Bob Milslf^ have two children and another ^ 
on the way. Bob works for a shipping company and makes 
food mfAfy/ But livings eostsare;high and inflation ieems 
to eat up Bob*! p^riodi^ pay increases. Food ie one of tfis 
Miles' major estpens^. ; 

One day, aftar spending $35 at the gupermarket for the 
%wefek"S grocerieSj Dd?:^thy retunied to the apartment apd^ 
fbund^ a partiaularly ihterf sting advertiWng circular in* 
her mliilbox. It r^ad: , 



'*FftEEZEklNG PUTS A STOP TO RISING FOOD 
COiTii^QIVES YOU A WRITTEN QUAflAhfTEE 
THAT THEY; WItL MAINTAIN TODAY'S POOD 
PRICES FdR THE NEKt THREE YEARS . . . WITH- 
OUT A PlNNY*y>^CREASEv^V ^ 



"The circular, advertising a food freezer plari, al^b prom- 
ised- a freezer Y^ee of e^rge*' to participanti in" the food 
pi Ah, Dorothy had al way a freezer ... arid^here 

was a^^^ance to get one "frye." As ahe r^ad, Dorothy 
became more interested. v 

. "Quitomers will realize substantial iavings over the; 

cost of similar food in retail stortes. All meat in the plain 
■': will tie USDA Prime (which the Miles could never afford 
, at the supermarket) OP USDA Choice/ 

A home economist will be available to demonstrate food 

preparatioh and help with selection|/' 

Dorothy was not the best cook. She thought how great it 
/would -be tb get advice from a professional home 
economist. ^ . / . ^ 
She read on. / ^ 

"Food provided in the plaH will be adequate for the time 
period specified. The price of food will not Increase for 
three yeart after the date of the cohtractV . / : 
Food will be delivered regularly/" 

Too good to be true. 

, 'Dorothy thought about the plan as she put a^fcl^ her 
groceries. It Was too good to be true. That evening D^bthy 
and Bob talked about the food plan. Bob was hq^^oo 
enthused at first but did agree to talk to ^ salesman. 
^orothy called the number listed on the circular and; 
arranged for a company representative to stop^at tht^^, 
home- the next evening, " , . ' ' ■ 



*Bdb and Dorothy Miles are fictitious peopte, but their cam m 
baaed on an actual complaint and subsequent FTC cease and 
desist order; Pile No. 6423145 and on testimony from the "Hear- 
ings Before the House Subcommittee on Commerce and 
Finance=91st Congress, Feb./Mar. 1970, Serial No. 9143=Class 
Action and Other Consumer ^otectjon Procedures/1 
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Juit sign righfrhere. 

The salesman arrived promptly at seven o'clock to 
explaiif the food plan and answer questions. Here;s howV 
the conversation went, ^ , 

SaleBman: Good evening^ Ym from the Freezeking Com- 
pany. We understand you are intereswd in saving on your, 
food bills, - * * / 

Bob: * My wife read your folder, and we would like to 
know more. ^ ' ' / ' . • i 

Salesman: Yes, Sir. Our' plan works this way: You sign 
up for the three-year plan And for only $20 per week you 
will receive all the food you and your chttdren need— with 
no price increases fo^, three whole years, Now* here's a list^ 
of the food we supply, Look it over, Mrs, Miles, and check 
the foods you usually buy, 

Dorothy: You db have a wide selection. Lets see , , , 1— 
think this about covers eve^thing we buy, . 
Salesman: Finfe, We have a real opportunity td pass 
along savings to you because we buy in buUi]f which ^cute 
prices, This plan will be much less expensive than buying 

^ i^ the storey. And our food is all top quality—grade 'A, 
Mrs. Miles. You will get a delivery every month,^ and we / 
provide you with a freezer td store it in for less than $8 
weekly. , V > ' 

Dorothy: Birt^your circular said the frbezer was free. ^ 
Salesman: Well, practically speaking, it iSj because with . 
the savings on foodj the freezer will pay for itself. It won't 
cost you at all. In fict, yoii-11 come out ahead in the long 
run. Your food bills will be less, and you'll have a freezer 
too. ' - ^ ^ ' 

Bob: I don't know, Dorothy. Somehow this dc^n't sound 
right. / ' . ' . 

Salesman: Why don't you just give it a ti^, Mr,. Miles, If 
you aren't satisfied at the end of four months/you can 
caiicer fhe faod plm, , ; / 

: Dbrothy,: Let'si try it. Bob. It wquld be such a helft to have ^ 
food delivered, - The^bahy is due sbp;^, and it's getting so 
hard for me to get to the store #veiy/yeek. And winter is 

/fcomingj which means gettiag everybody bundled up »when , 
we go to the market. ^This Would not- only sav^ us money, it ' 
would make life so much &sPSr. = * 
Bob f Oh all right. If you replly want it that much, we'll ^ 
give it a tiy for four mon^v. but if it ^o^sn't work we'll 
cancel. ;" • • . ' 

Dorothy: Agreed^ ■ * * , ' ; 

Sale man: You've made a wise decisiom, foiks. You won't ■ 
be BOTvy, Just sign right here aiw" you igln^expect your 
freezer and first deliven: next^eek^ ^e ' ' 

. \ / ^¥/,- /.%v.li^/p?v:/ 



Pl^n is a disappointment, / ;.4 — ^ "l^^*' ^ v'S^^. 

The freezer arrived the foil owing week as^grtisid, wA}A^ .,. f . ^' 
the firs{ food ordfr came' tKe ft ihe'.. 
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had requested a visit, Dorothy heard nothiiig from the 
company's home Economist, ^ _ : 

That evening Dorothy and Bob had their first meal from 
the food plan deliveiy. The meat seemed tough but wasn*t 
too bad. It certainly was not prime afthough they^couldn't 
tellbecause there was no government grade stamp onany 
of the meat they received. Neither of them wanted to 
admit it, but they both kn*w that the food was not top 
quality, " ""^^ . 

Later in the month the fo^ supply was very short and 
? obviously would not last untiMhe next delivery. 

About the same time, Bob r^eived two coupon books 
from a finance company— one for the food'plan requiring a 
payment of $80 for the food received that month and 
another for $32 for the monthly freezer payment. Some- 
how Bob didn't feel like they were saving very much, b.ut 
he decided to stick it out and make the payments for the 
four months and then cancel the whol^ deal. 

When Bob called the salesmar^at the end of four 
months, he was told that he could ca'^ncel the food plan but 
that he had signed a contract to buy the freezer and pay 
$32 a month for three years. ^ ^ .._ 

Y For the first time Bob studied the contract carefully. He 
had» in fact^ signed up, to buy the freezer. Maybe he should 
have read the small print more carefully, but he had 
believed what the ad and salesman said. Bob figured he 
had-some rights, but he vyasn t nur© what they were. He 
decided to fight back. 

Help from storefront jawyers. 

Bob gathered up all the information he had-=the con- 
tractj receiptSj bills* guarantees and the circular—and 
took it to a storefront law office svhere he underHtood 
young lawyers and law studentuS worked on "iS^Ht cases" for 
a very small fee, . , 

The ofTice accepted Bob's case for reView and determined 
that the company had violated the law on several 



counts— deceptive practices, false guarantee claims and 
faihire to comply with the federal Truth'in-Leh^ing Law, 
The lawyer studying Bob's contract discovered that the- 
company failed to state seyeral facts feqijir4d = by law, 
including, among other items, a separate itemization of 
montljly paym.ents and total amount financed; the total 
finance charges in dollar-and-cents amount and annual 
perc^entage rate; the total amount to be paid, including all 
charges. , ' \ ^ J- 

The storefront lawyer^ccepted Bob's cale and filed a 
,tomplaint against Freezeking with\the^J'ederal Trade 
Commission for violations of the Federal Trade Commis- 
sion Act and the Truth-in-Lending Law. They then 
brought a private suit against the company to void the , 
contract and obtain a refund of money paid. 

The FTC investigated the complaint and other similar 
complaints on Freezeking and 13. other firms selling 
freezers, food and freezer- food plans. On the strength of 
their investigation and hearing, the commissioners at the 
FTC issued a cease and desist order forbidding all of these 
feompanies to inak» false claims about savings, product 
quality and guarantees; to engage in other deceptive 
practices; and to' violate the Trui£h-in-Lending Law.^ 

Bob's freezer contract was cancelled. He collected puni- 
' tive damages of $500 and court casta. 



Focus for discussion. 

In ivhat wayH wura Bob and Dorothy deveiued or misled 
I } by speciftc siatemaniH andMlaims and 2) by mere lack of 
informutton ? 

What did the MUeses have a right to know about the freezer, 
t h V food* pi a n a n d the te rms of t h e m le f 
What Htatemenlii and claims should have warned the 
MiteneH that the freeze r deal was not on the level? 
What nils takes did Bob and Dorothy rnakef 



Keprintdd from the Hjk'ht to he Infonned (Initiklel froin ihu C DnsiJincr I *ivv Kit), puh 
Changing Timcs.^HduJation Survtcu, \1l^> H Ntiuijt. N W ^ Wushnigmn, 1)C^ 20006. by specinl 
permissinn. 
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Instructional Activrty No. 10 

The BotUe Bill 



Recommended Use* : Senior, High School ^cQnomics or Problems of Democracy 

V courses, \ ..o- 



^Ime Requfredi 



Two or three 45-minute cla^s periods. 



Mat€ria^ Rliiliiired* Visual A and mujti^e copies (one per student or one per 
group) of Student*Readings Nos,.'^16. * . 



Rationale, 



Concepts: 



Instructional 
Objectives: 



This ^tiviiy requires students to confrent an ongoing Gov- 
ernment Regulation issue, to evaluate arguments proband'' 
con, to identify the value comp^^nts of the i^sue ^d make 
decisions compatible with their own values, and to suggest 
actions necessary to implement their decisions. 

Opportunity cost, cost-benefit, third-p^rty cosls and bene- 
fits, authority, power, public policy, jnstitutiori^, particfpai^ 
tion, lobbying. 

•ft 

. . ' . . ^ >- - 

Given the accompanying readings and a series of questions 

and. assignments, students will; 

U identify the problem as perceiveWby the varifl^iys groups 
af^cte^by it. ^ . % 

2. describe the costs and benems of akernative courses of 
action for dealing with the problf^ as seen by each ofthe 
groups. ^ - ^ ^ ^ ^ 

3. fprmulate their own imsitions on thg. issues invorved. 

Notes to the Teacher ^ 

For useful background information see ''The Econonfic Effects of Requiring 
Deposits- pn Beverage Containers/' beginning on page 63. 

When this guide went to press (Sprftg 1978) the Massachusetts Bottle Bill had 
not passed, and was still a topic of debate in th^ state, , 



Teaching Strategy - 

1. Introduce the activity with a discussion of the posi= 
tion taken in Visual A (This wa^ji gummed label 
that was affixed to soft-drink cans by the mandfrac- 

'''"'■^ ' " # 

Note: It it is not possible to r^^f*oduce Visual 
A on a transparency, for pUrp^ije^es of initiating 
discussion, the statement ^juay be written w the 
board. , ^-J^ . 

2. Distribute readings Ncyi. 10=16. Ask stud&i^ts cither- 
individually or in small groups to read these and to 
sort them into three ^iles—'*pro,^^ 'con,'' and 
^'uncommitted" on the bottle bill. 



Pupil Activity 

Discuss the document. 



Read articles provided and sort these as suggested. 
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3, Afterlortint*as beert^cpm^ed, ask students to 
list4he dl&rant Government Reguj^ion^f^^ 

cuments and those iden- 



identified 4n the ^pro" 3oci 
fified^ii|. the "con" documehtsv 

H^ve the students answer ^he following questions: 

a, What are the costs and b^^its of the Bottle Bill 
.i^cco^ing to it| proponent 

^ Wh^^re t^ cdsts and benefits ©f the Bottle Bill 

" acco^^ng to its oppoflehts? ^ 

c. Do you have^^y evidence 
^ ate the airguif^ts? 



th w|iich to evalu- 
yponents of the Bottle Bill 



List the. Government Regulation proBtems identified 
in the **pft*o" and **con'; articles. 



Prepare written answers to questions a-h. 



d. What^ualues do th^ 
emphasize? ' 

.e. Whit values, to ffie fepopnents of the Bottle Bilfc 
emphasize^, 

f, >How hm^^eWh side sougrfl to have its position 

adopted%What has hpen the nature of the ap- 
peal made? How dq you react xt tho^e appeals? 

g. ../kfter 6arefi4Iy weighing .all the arguments, are . ^ 
'you for or against passii^e of th% Bottle Biir^ 

h How might you gel involved in Hupportmg yuur 
# - vj^position / 

W ^ ' ' * ^ it 

5, A§k eac|i student (either individuaily or in small 
groups) t J prepare i^psition Hlaiement-= pro | or 
^^c^Sn^^— on a naltoma^ Bottle- Bill, This statement 

#« shouljl incljude an asseS^^nt.of need as well as the 
expected tenefits^and colts of the posi^^i^ advoca- 
te^, Additions to or chan^s^f the leg^lalit^ de- 
scnbed in Reading No. 10 stmuld be careful^ de- 
scribed. Sficjif alterations sfioi^d be designud to 
answer the 1:rit^isnr# of ihu^ wi|h differing 
vi^s and should reflect an understanding of the 
positions puflined in tlft Readings, Possible^rale- 
gies fo^ Idvhncing une^#pusilion should be dis^ 
cussed in the statefrttnt. Direc^eferencei^ to the 
Readines should be included in ^port tTf the posi^ 
tion taken, f< 

6^ Evahiaiion: A stuQient svill have .successfully com- 
'9^etetf^lhis activity if the posititW statement con=^ 
. tains the following; 



a. . Major arguments in support of the position taken 

drawn from.^everal of tfcte ftelid^n^s 

b. Recognition of argum^rits supp 
decisions ari<i^answers to those arguments 



^ lifting different 



Discussiomof the costs anfl Nnefits of the posi- 
tion advocated. 



( 



Prepare a position statemenj either for or against a 
national Bottle Bill. 



1% 



% 
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Teacher Background Information 

The^Economic Effects jDf Requiring 
Deposits on Beverage Containers 



by Richard W, Kopcke 



1 



Three New England states, Cbnnecticut, Maine arjd 
Massachusetts, are now considering legislation to require 
minimum deposits on containers for soft drinks and beer. 
Although this type, of legislation would clearly produce 
substantial energy and environmental benefitSj^ oppo- 
nents claim that these proposals would lead to-a loss of 
jobs and increases in beverage prices. They point out 
that these states have etoemely high unemployment: 
rates and can ill afford any ^'overall loss of job oppor- 
tunities. Before such legislation is con^fdered, therefore, 
Its potential advantagefe and disadvantages must Be eval- 
uated carefully. 

Aside from, the impact of beverage coAtainer legisla- 
tion, it is irnportant to note that this is a period of great 
turbulence in the brewing industry. Recently, for ex- 
amplCj several breweries closed in Massachusetts and 
several moved out of New York City within a seven-' 
month period. The causes may be in the recent re= 
cession or in the possibility of achieving^ savinp^by clos= 
ing old plants. In any event, these factors have a much 
greater impact on employment than mandatory deposit 
legisliition for containers. 

Since economic analyses have been completed for 
Connecticut and Maine,- this artiole considers the effects 
of mi|iimum deposit legislation on employmient and re= 
tail beverage priced in Massachusetts. The two major 

conclusions are: , , , > 

-* ^ j ^ 

(1) ihe requirement of a minimum deposit on bev- 
erage containers .would increase employment np= 
' a ^ ^ portunities in Massachusetts, although payrolls 
> . wot^d decline in certain industries; and 
' (2) there is very little likelihood that the proposal 
would produce a- noticeable increase in retail 
beverage prices; in fact, sorpe prices might fall 



I' This article focuse% only on the economic impact of manda^ 
tory d#osit legiilation, for a comprehensive analysis of the 
energy and environmental benefits possible from the reuse of 
beverage containers which will result from such legislation, sqe 
U.S. EnvironmentaljiProtectioiv. Agency, Resource ami Environ- 
mqntal Profile Analysis of Nine Beverage Comal ncr Alternatives, 
1974, ' 

2'^arlos Stern et at,. Impacts of Beverage Container Legisla- 
tion on Connecticut and ci Review of the Expcrtence in Oregon, 
Vermont and Washington 'State, University of Connecticut, De^t. 
of Ag. Econ., March 20, ^915 and Mt|rrough H. O'Brien, Re- 
turnable Containers for Maine: An Envjronmental and Eco- 
nomic Assessment f March 17, 1975, 



The legislation would hurt bottle manufacturers in the 
state as well as individual bdttlers/beer distributors, 
retailers and can ^manufacturers. However, thp adverse 
effectT^f the legislation would' be moderated by pro- 
viding ar^adequate period of transition for the industries 
involved, and the benefits would be enhanced if all 
New England states passed similar legislation. * 

Employment Prospetts Under the * 
Massachusetts Bill 

The proposed Massachusetts legislation (House Bill 
#4200 of. \9%$) would require all soft drink and beer 
containers^^to carry a minimum refundable deposit (50 
on small containers and 100 on all containers holding 
more than 32 ^)unces) after February 1, 1977^ A ban 
would be placed on the sale of cans with detachable 
metal parts. All stores would be required to accept con- 
/tainers and refund deposits on any brands sold in , the 
store. In turn, distributors would have to accept and 
pay fee refund on thdj^botUes and cans* on making'de- 
livery to the retail oufflt, 

A minimum deposit law in Massachusetts would shift 
beverage packaging heavily in favor of returnable-re- 
cyclable containers, sinca^only through reuse of the con- 
tainers could the costs of the return process be recov- 
ered. Empioyment in the manufacttire of beverage 
containers ^ould decline, since fewer new botdfes would 
be required. Employment would, however, increase in 
the bottling and distributing sectors; and skilled workers 
would be needed to operate and maintain bottle clean- 
ing machines, additional employees to collect and re- 
cycle cans, truck drivers to transport the returned con- 
tainers, 'anjl personnel for^He additional warehousing 
andhandrmg requirements. Employment woukl also in- 
crease at retail stores handling the returns. Table 1 
summarises the range of possible employment effects 
of the proposed Massachusetts legislation. The follgw= 
ing sections analyze the potential effects on each of these 
industriesc . " *v::^ 

Mefal Can Maniifaciimng, Mandatory deposit legis^ 
la4ion in Oregon resulted in a significant shift to refillable 
bottles instead of cans. Three firms in Massachusetts 
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TABLE I ^ 

Employment Effects In MafiachuseHs of the 
/'*^fOpDS€d Lfglslatldn ' 



Industry 



Range of Employmgnt 
Changes 
(in lerms of f uU-Hmw 
posi lions) 



Metal Can MoDufacturing (300) =, 0 

Glaii Botile Manufacturing (335) ^ (425) 

Soft Drink Bottlers 240 — 400 
&. Canrif fs 

Malt Liquor Produetien 2 — 5 

Wholclale Beer Qistribution 180 = 400 

Retail Stores 400 — 1,000 

Net CJfinge 1|7 -=- 1,380 



CorFfSponding 
PayroU Changes tOOO} 

$(2,533) — $ 0 
(2,82M) = (3.58H) 
2,372 4,064 

23 . ^ 58 

1^707 = 3,793 

2,207 — 5,5^ 7 

$~ 94 « ^ — S 9,944 



Source: Data on current empioyment ieveU from Mussuehuseiis Depart* 
ment of Commfree, 1974^5 Massaehuseils Industrial Directory and U S. 
Bureau of the Census^ CQimty Business Pattsms^ Mussiichuseits, !97J. 

Thg data were adjusted to reflect empioyrncnt in each rirm directly at- 
tributabig to beygrage^relatgd productiun. In addiiiun, thu figures were 
ameaded to reflect the eioiing of the Needhani branch «f the American Can 
Company and the cloilng of the Piell and Carling Breweries, The Owcni- 
jlllinois Glass Manufacturing Company wai also added. 

The range of employment changes was cakulated by L'sirapolaimg from 
the Oregon experience as reported in Applied t^cision Systems. Siuiiy of 
the Effectivenexs and impaci qJ the Orriiun M immum Dvposit^ Imw. State 
of Oregon, Departrncnt of Transport^l!' , 1974* pp= Ih43, 13IT34; T» H, 
Bingham and P. t\ Mulligan, The Beveni^v Containt^r Prohl^m. Research 
Triangle Instltujet Government Printing Oilke, Washington, tXC . Septem- 
ber, M972, p. 173; C. M. Gudger and J. C. BalleSi The Kcnntimie imptiet 
of Oregon's Bottle Bill, Oregon State University Press, March 1974, pp. 
68-69 and Statement to the Oregon LeRislaiuife Minimum Deposit Luw 
Study Review Committee, September J2, 1974, p. 16. 

The figures do not include the positive secondary employment inHuences 
in the conitruciion and machine tooling industries. Further mrire, possible 
ernpioyment increases reiuUing from the development of regional breweries 
and/or a recycling center have not been included, 

PayfoU changes were calculated ^y applying the relative ratio of wages in 
Massachusetts for a particular industry to that in Oregon (U.S! Department 
of Labor, Bureau of Labor SlatisticSs EmpUiyment tifUi Esrning.t: Stiites 
and Areas 1939^1972) to reported wage rates ?n the Oregon studiL'S: These 
figures were calculated on s disaggregated basis, by individual job function 
for employees hired after the legislation w.iis adoptud, Sec Applied De= 
cisjoD 'Systems, p. ili and 11^3. 



manufacture metal cans for beverage use, employiiTg 300 
people, and if a similar shift in market shafe Were to 
take place (vvhieh we do not anticipate) these jobs 
would be threatened'. The Oregon experience with cans 
is, however, unlikely to be repeated in,Massai:husetts for 
two reasons. First, Oregon provided an incentive for 
the shift to bottles by allowing a lower, deposit for cer=" 
tified, refillable, standardized bottles than for cans. The 
Massachusetts legisla|ioi^does not include such an in= 
centive. Second, the Oregon market was only a small 
segment of the West Coa&t region^il market, and al! but 
2 of the 1 1 ihajor brewers supplying the area were lo= 
cated outside the state. These brewers diverted bottles 
prfiviously distributed to other states into the Oregon 
market^ rather than converting to cans with n9 detach^ 
able parts, Massachusetts plays a far greater role in- its 
regional market^ and therefore the same results cannot 
^be expec^d to occur. 

- Furthefmore, the natural advantages associated with 
cans ensure.4hem a future role in beverage packaging. 
They are less expensive to fill, handle, ship, and store. 
Also, recent techriologlcal advances hav^ cnaBted manu- 
facturers to produce both cans without det^^wble parts 
and compacting machines suitable for sm^^t retail out^ 



lets. Cans have particular advantages for the consumer g 
since they are unbreakable, light, arid crushablej and re- 
* frigerate more quickly. Finally, on the environmental ' 
side, afttiough a refillable bottle is the most energy effi- 
cient of all container types, reusable aluminum cans 
nearly iqual the energy efficiency of returnable bottles if 
recycling rates of about 90 percent are obtained. The 
energy and raw material savings possible from' recycling 
of cans are substantial. In summary, while Massachusetts" 
could lose as many as 300 jobs in the can manufacturing 
industry, it seems much more likely that cans would re- 
tain their market share resulting in no loss of employ- 
ment in that industry. 

Moreover, the return system might create a demand 
for a recycling plant, leading to new industry and in- 
creased employment In the state. While the Massachu- 
setts retail beverage container market is not sufficiently 
large to justify a metal recycling Indut^try, adoption ofi, 
similar legislation by all the New England states could 
warrant such a development. In any event, additional 
employment will be required to shred cans for shipment 
to recycling centers. Hovvcver, Table I does not"! n elude 
any estimates of additional employment resulting from 
either shredding or from a possible rccycljn'g plant. 

Gla.ts Boiile Maniijac luring. Massachusetts has two 
major beverage glass bottle manufacturers, together em- 
ploying an estimated 500 workers. The use of refillable 
bottles implies a decline in employment in bottle manu- 
facturing, the extent depending upon both the^^eturn 
rates experienced and the market share of refillable 
bottles. Assuming an 85 percent return rate (approx- 
imately seven trips per bottle on the average) and no ^ 
^ decline in the use of cans, then employment in the in- 
dustry would be reduced about 85 percent, a loss of 
425 jobs. However, should bottles replace cans ris hap- 
pened in Oregon then more refillable bottles would be 
required, although total employment in the industry 
would still decline. Even assuming a complete shift to 
bottles, a net loss of 335 jobs could still result. 

These predicted declines in employment may be over- 
stated. First, to the extent that bottles manufactured 
out-of-state are used in Massachusetts, the switch to re- 
fillables would result primarily in declines in bottle im- 
ports, implying smaller reductionsMii employment within 
the state. Furthermore, can and bottle manufacturers 
do^ot Umlt their production solely to beverage con- 
tainers. By increasing their 'produotion of containers for 
other^usQH'^ fhey-mi^ht be able to avoid some employ- 
ment loss. 

Til c first aolumn of Table I shows the estimated 
change in employment under the. most pessimistic of 
assumptions. In the can and bottle manufacturing indus- 
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tries, the employment loss would be greatest if bottles 
'completely replaced cans m beverage containers. Under 
these unlikely conditions,^ the state would suffer losses of 
as many as 635 jobs. If cans retained their market share, 
about 425 jobs would be lost in glass bottle manufac- 
turing. 

Soft Drink Bottlers and Canners, The bottling and 
canning of soft drinks merely require adding carbonated 
water to extracts and syrups which can be shipped in= 
expensively. As a result, bottlers and canncrs 5re widely 
dispersed anH^ervice relatively small geographic areas, 
thus limiting the transportation costs associated with the 
shipping of the boltlcd and canned beverages. In Mas- 
sachusetts alone about 65 soft drink bottlers and canncrs 
employ approximately 2,870 people. Xhis figure in- 
cludes production as well as distribution employment, 
since the' latter is handled by truck driver/salesman 
representatives of the local bottlers. 

Employment opportunities in the industry would in- 
crease after passage of returnable container legislation. 
More drivers would be needed to carry the returns; 
additional personnel would be required for handling, 
warehousing, and bottle cleaning. A study of th9 Oregon 
experience-estimated that at least 82 jobs were added in 
this industry following adoption of its legishitinn. Since 
the Massachusetts market is more than three times that 
of Oregon, a minimum gain of 240 workers might be 
expected but, in fact, as many as 400 jobs might be 
Cfeated,- 

Maii Liqtihr Production. Massachusetts has sutTercd 
a decline in employment in the brewing industry in re-^ 
cent years^r'^In I965^seven breweries Aipcratcd in the 
state, but only one, employing 60 workers, will remain 
following the closing of the Carlin^ Brewery in mid= 
1976. The legislation will have an insignificant effect 
on the existing brewer in terms^ of the additioiiil staff 
required for handling returns andf-b^ltlewashing (see 
Table I), However, because the legislation will give a 
competitive adyantage to brewers located close to the 
consumers, it may have a significant efTect in reverflng 
the trend away from local brewers and may thtrefort^ in- 
crease employment in Massachusetts by encouraging the 
development of both local breweries and regional plants 
of national breweries. Since this possibility is speculative 
no employment increases for new breweries are shown 
even for the mosj,. optimistic estimates of Table 1. 
■■ ^ 

3 The estimate of 400 Jobs was obtained by applying a han- 
diing charge of 17 per case, derived from Oregon s^iidies, to 
a calculation of the number of eases sold in M^SNachuscKs. The 
resulting labor bJI| divided by the average wage rate provides 
this estimate of the nurjibcr of jobs. ^ 
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Wholesale Distribution of Beer, Massachusetts has 
103 beer distributors employing 3,382 individuals. Pre- 
liminary evidence from the Oregon experience showed 
that one additional employee was needed for , each 4.5 
million returnables handled.^ Based on the estimated 
volume of beer consumption in Massachusetts, 180 new 
employees would be required. However, cost data from 
the Oregon experience including transportation costs 
for the return trip demonstrate that an estimate of 400 
new jobs for Massachusetts is reasonable. 

TABLE II 

Cost Changes Due to Conversion io 
RefiUoble-RQcyclable Containers 

($ per case) 





Soft 


Drinks 


Beer 






Botiles 


Cans 


Bottles 


Cans 


Wholesale Prices 


^$.20 


=-$.25 


— $.39 


= $.32 


Distribution Costs 






.10 


' ,!0 


Retail Handling Cos! 


•s JO 


.30 


.30 


JO 


NlU Change 


$.10 






108 



SouHt'Fi WIiulL'sale price chunyes are calculaicd in the technical appendix. 

" _ - _ 

Ilisiribuiinn and retail ct>st ch-inses were e.stinioted tfom data on ttie 
Ort-^Mfi eKpyfltncy prjiriented in 'Applied Deeisipn Systems and GudiitT and 
Riiiios. {Sec ntitcH tu^Table 1). 



Retail Stores. Grocery stores, supermarkets, and 
packaged liquor outlets would need to expand employ- 
ment should a minimum deposit program be enacted, in 
order to handle customer returns. The Oregon data 
showed that approximately 3,000 hours of work are cre- 
ated for every million returnable containers handled. In 
Massachusetts this suggests that the equivalent of 2,000 
employee years of work would be created at the retail 
level. Much of this work would be performed by^art- 
time employees or by existing staff working overtime. 
With greater use of cans th^n occurred in Oregon and 
the installation of automated compactors, combined with 
utilization of overtime labor and part-time help, a range 
of 400 to 1,000 additional full-time workers seems prob- 
able, 

^ ' Ai^'gregate Employment Effect and Impact on Pay- 
rolLs. Table I shows that in the aggregate the proposed 
Massachusetts legislation would create from 18| to 
r,380 additional jobs. Similar employment increases 
^ave been predicted in analyses for other states. A U.S. 
Deparfment of Commerce study of the impact of man= 



* This estimate was iderivech by averaging the productivity 
figures presented in Gudger and B a lies, Tfiv Economic I m pact of 
On'ffon's Bottiv Bill, March 1974, pp. 46-48; Gudger and Bailes, 
Stiitemvnt to the Oregon Legislature Minimum Deposit LaW 
Stiiily Ri'vli'u' Committee, September 12, 1974, p. 16: and Ap- 
plied Decision Systems, Study of the tffectiveness and Impact of 
fhh Oregon Minimum Deposit Law, pp. IM 3 1-134, 

•4 




datory deposit legislation on the nation predicted as 
many as 33,()0() udditiorial jobs,^ 

Despite these empluynicnt increases,' there is luincern 
that high-paying jobs would be lost svhile any new jobs 
would be predotninantly unskilled "and part=lime posi= 
tions. If this were the case, the Icgiskuinu could still 
result in a decline in payrolls. However,, job skills and 
pay scales in the soft drink bottling, brdwing, beer .distri= 
bution, and trucking industries are coniparublc to those 
in the glass container and Ciin industries^ Our analysis 
shows that employment changes for .workers in these ^ 
industries would ofTset each Other, wifh net beiiefiis from 
additional gains in the low-paying retail sector. Analysis 
of the changes in employment in terms C)f relative pay 
scales in Massachusetts, also presented, jd lablp I, 
shows that the state's payrolls couUl increas^^ from SI 
to $10 million. 

Estimated Retail Price Changes \ , 

To assess the influence of rfiYmdatory minimum de- 
posit legislation on retail beverage prices, surveys hase 
compared recent prices in the stales of Washington, 
which has no such legislation, and Oregytn.. which dues. 
Two years after the cnnctnieni of the legislation ni 
Oregon, beer prices were 2 to 3 perceni '|iigher there for 
regional brands than in Washingtun.'" H'owcver. soft 
drinks sold in reusnble containers, were ^ c^imparably 
priced in both states. Moreover, beverages tn^lliesu con- 
tainers sold for 20 to 25 percent less than ihrosv-uways 
in Washington. , 

In Vermont, bottlers and brewers were inifially. re= 
luctant to introduce reusable ciMitainers svhen niiri'irrHmi 
deposits were required for all beer and soft, dnit^k pitck- 
aucs. Therefore, the potential beneihs of a recyclable 
packaging system were frustrated since used *con^ainec>^ 
were discarded and retail beverage bnces rnsu. No\^ 
however, many VcrnuMit beverage wholesiilers are alls- 
covering that they can gain competitive iidvantages and 



^Oudgcr and Bailes, Marcti I9?4. pp. fiR^^y, pioyides daiu on 
the Oregon expt'riencc; Carlos Sigrn f / Itnptins (>l Uvw ro^c 
Container l.c^isUitian on C'n/|/i(k //"( /// linct u jirvti w t^f the tw- 
penenre in Ore^inx' .Vx'rmtmt. and Wijshtn^tnn Statr; Mirrrough^ 
H. O'Brien, Maine Cm/ens -fur "Kef urniLble .({ofiUiM Ht tiirn- 
alile Containers for Mafnh:^^ An hnvirhtrm^jsJ^Jiihl'Jiconfi^^^ 

Mesv Vork'Senaie Task Iu)ii^^^Wl4f'nic;n 
^No Deposit. Retti^n^ Repori^omp'rviSrn^e Containers, 

February, i9P5\ cj^nmalcs ^^howing employ m?rU fncruases 'for 
the U.Sjci^u, whole hai'u ^been maifc by ifie U.S. Depanment of 
Comr^^^^ tfu*, Inipacts^}f l^tHional Iievera;.fe Container I, elii-s^- 
/fj/iVi/i^W»irQau of £5ome.Htk Com.fnbrcc Staff Suidy M=0Lr7.5, 

octobur,'i#5.: . ■ ■ . ' , ^'r 

^ '^"l-j^e^^err jboia percent ,pf Orugft^ bi'i^s iiru^J^rev'.'^d out , 
of sliile w}^iA'\5c5uld'*ii'nM-r'iiiy'^ l^^ntspni!aii*}t|iic<iHi^ An- 

olbe!^C;^fy^hnt Wii^fflJ^fu sales rax un b&pr 

whil^ftregon In an hon^^'S'ee l'^6^0^i^^nxik^,Orei,nf^^^^ tiff tile 
mil^Ti^^flYH'urs Lat4'r' C olumbi^i^ii^m^. Ma^^974/'"p- 
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^ reduce prices by switching to refUIable containers. Bot= 
tiers who tjave converted report, that recovery rates are 
comfortably above brcak=even points.' ^ 

Other studies have also predicted lower retail prices 
as a result of mandatory minimum deposit legislation. 
A recent study in , New York State predicted a drqp in 
'retail .prices savijig the state's consumers $40 million. 
' ^Najional survey pyidenee published by the U.S. En= 
viranmcntal , Profection Ageticy shows that beer in re- 
(illablc bottleS^ seljs /i^r 5 percentdGSS th^n beer in. one- 
way bottk*^, while' the u.sc iif pefillabic 'bpttres reduces 
'Soft drink prices "by \1 perc^ii on averagei^ Further- 
inore, in recent testinumy.beforc t|ie FV^leral Trade Com- 
'Vnission; soft drink bottlees- r^^porteci thai re^irnabte^con 
' iaiiiers Witii reasonable rates^of. ,rtuse*^ar;e*Ufe , most 
ecoiioniicaf package for the consumer. . Ilu Boston, a 
' popular soft drink 'iii u .I6-ounce rqtur^ibtc bottle scHs 
for tyvo-Uiifds oUts price in a one-^a^ bottlo. ■Similarly, 
a piipular beer" sells for 10 percent less in returhab^jy' 
bottles. ^ ' . . , ' ^ ' / " *^ 

Oppohenti^ of this Iegrslatjmu;ht)Wever. suggest that the., 
costs of switchmg compfptely to a reusable 'container 
systcni would be' extremely htgh. I hey believe that 'the;: 
. f eVidende of >etail p^ice fturvCys ts mi'^eading Hincp rp= 
usable containers'are a relatively minor fprm of bdvcragp 
packaging today. A'major shift to tlic^e containers wduld 
require substantiai amcunUs of in>Testmeni and would 
alier the ctist structy^i^ of beverage i(irnis^ignificantly. 
Ihcse opponents hav>^"c|aimed ihat^khe added expeilHe 
would drive tip ret 



rable IJ ^^um&a 
costs (if ='.sodu :rmd be 
version to relilf 
i:enert)u^ estim 
table clearly sho 
nilicantly at most 

As explained 
prices of soft dr. 
eerU^ per case^fi 
casc'ffor 1 2 oimc 
thC' wholesale prjc^ 
eent^per case-fof^ bo' 




tes o^^ianges in the 
rs' resulting from a con,-'' 
Icohtainers. In spite .,0f 
net c o s I i n c r e a s e s ,i}th g 
r costs woulcj^isc^iiisig^ 



ijiperidix, ^Vholesale 
qDatily drop;|it least 20 
bottles anc|j^J5 cents per 
uiTijar analysis:^ndicatcs that 
beer ^ould dqcr^sfe at least 39 
^nd 3%ceii:t^^|^ca^,ft)^ cans. 



lM)r H|^ers and b re weft the m^^^ xvi^^k^ i^mponQvd . 
(if the^WvJrage ^^st^ the t;xpen^^&i;"'^^ ^ 
tamers wh 



comtirrsc alniost lialf^ 



sequentlv savings made possiWe by ^i^i 



()v'erffiadou^ nlcreased, expenses. ^ 




mm. 

s Hft^jity ■tine 



\ Vermuni tiovujnOr's HIJWjity ■tiiter Kvaluulion Com= 
miltye. "Repo^f lo the CM.)Vurnor.'*'^;#m™a. Deceniber 1973, pp. 
2 i \t - ■ . / 

tUv\\ci\ Shiks of Anierica before iftci federal Tratle romnijs- 
' sum in the niailer of the rocS'<'ola' lp>nypany, Docket Nuhibcr 
Ociobcr 3. 1975. > . ' 
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The predicted reduction in wholesale prices is sub- 
stantiated by the experience of, a western brewery which|^v** 
has converted its entire operation to refiilable bottles a^^ 
recycled aluminum cans. Paying a bounty for the returrf^ 
of its bottles and for, aluminum cans, the brewery has ex- 
' perienced high return^ rates and , has *found the process^ 
to be economically advantageous, 

Oregon data show that beer distribution handling' 
costs and amortized investment expenses increase by 5- 
10 cents per' case with the bulk of the charges due to 
labor costs. Although cans art less expensive to handle 
" than bottles, a 10 cents per case increase is applied to 
^- bbth forms of packaging for beer distributors. No cor- 
' responding expenses are shown for soft drinks because 
distribution co^tl are Included in the wholesale prices 
ch^rge^ by bOWing firms. 

Retail expenses increase as a result of the added em- 
J ^ pioym^t and; capital investment required by recyclable- 
: - J'eusabl^pat;kagirig. Each 350 bottles returned requires 
approximately ' one manhour of labor to process the re= 
. turns, handle die^ d^ undertake the necessary 

. . bookkeeping,; ^Although cans are more easily processed 
than bottles, .ontfe again the same estimate of labor re- 
quirements h^s been applied. ^In addition to the erpplpy^,/ 
ment expeiafe^^Hhe retailors may require capital InveK^s^ 
ment eiihfti to provide>additionat storage space q| t© ;. 
buy compactpTSl In any event, a^ Ve^^ jenerous estimate 
of the Jncrea:sed, costs experiepcfedS^ soft drink Bnd malt^ 
beverage^Jetalters 41 $0 c3n|^ per case. The n^l effect^ 
\d|,thes^%)^^h^nges^^ rQjatlers^^Ws little iikelthood 
^ * ^t retaitprices ofi b^^^ ^l^ld rise by more than 

% p%1i|^t)t as a feWt of thd M^assachusetts bill. 
'-0^ I Iiv' summai^ \thf availabie evidence supports the ^ 
; hypgitl^sii that re^^mable^Vetyclable beverage containers 
i,Swiir^ot^f^quii^e "^igMfi higher retail prte^^ I" faqt, 
^;^the^fi0t effect of cbst^changes couid per^^llart prices 
f^ofali, 



and {he necessafy capital invesj^top^ 
over several years, preventih|^Mh^-ilow^^ Finally, 
retail stores would have tir^^^%st to. the ne\^ han- 
dling requirements and ^^^P^c ^need to Infest in 
compactinf machines, ^ v : 



The Benefits of Si^^:L0slation 



Thnmshoiit the 

A mandatory de^c^^ 
if similar legislatioft# 



^^stetnl;tc uld yield further gains 
ire-'Bdlfeted throughout the re- 
?^6r-t1ie developmentlof new m- 
dustry, since togeth^^lie Hew England . states could 
generate a sufficic^Dafflumc of returned cans;to permit 
efficient reeyGling^a^toi Us- allow 'for a centjaily located 



gion< This could airg 



regional recyclm 
Furthermorej 
exacerbates 
legislation. 
to comply 'w^jfiygfl 
their sales ar^fe^Cjie 
would ^ also bf^T^ssen 
patible with th6^.9f 

\. i^eriencc, vvher 

. switch t^^?dUlti6 
similar iegislation ^^fere.= 

' The incentives for ni^ 



t^ si^ll/si^'of the N;^ England states 
j|f^cpems' assdcia^;^h' differe 
Ifer^^d Br4werr,^oiitf^nd.it difficult 




si ^riwerrowouftf^nd difficult 
ie t y "bt in c«q^ a t ib I e state I a ws in 
^ ^* 'ndustry resistance 
;e's law were com- 
The Vermont ex- 
ers wqre reluctant to 
uld not be repeated if 
throughout the region. 
. 'ers to use standardized 
bottles, increg^sing fhj^J^^ts of the legislation, would 
als5 be greate^^pujl^^ftinitorm iegislation for all New 
England^^tale^^l^t^e compliance by brewers, bot- 
tlers, andJI^^^^p^^^^^'much easity^, since many of 




them- 



lomers in more than t)ne state. 



AWqaaie Phai'M^ Periffcl 



J avoio somc/ oi me • puitiitim £iuvti?»t' twuiiuMiiL, wi= 

, any rni^^ deposit legislation should be en= 

l with!4tWI^^^^^^"^^^^^"^ y^^^^ aft# Ut0:^ 

iatipn ir^p^aii.ed to altp^ f adjustmentsMn the af= 



DMsfrability of an 

fi3 ^oid some :of the ^potentiW adverse* economic ef^ 
fects, 
acVed 

leglsiatipn itf^p^aiifd to altp^ f adji 
felted indu'^jEi^'r ' Bottle then would be 
ab!6.to^plan fflrtte^ in pie demand for bdi^erage ^ 

b^ttlfes Itod^sHift prpduction tcK^ottles suitable for other ^ 
.ptjnposes,^ thus mininiking eti^Ioymcnt losses. Manu- 
facturers could;:devela[fc^^ns without detachable parts, 
thus a\^oidin|.^|hb s^arp ficcllaq in the market share of 
bfeveragtfS >^oltf caps tKat ^as experienced in Oregon^ 
Sqft drirtK^iojtlefs 'aM bi^^ers would have time to' ad- 
just their prb|uction system5^o handle relillable bottles, 




Attern^p'^' Soh4tions , ^ 

' Wtiilb^ffie envirdhmental, employment, and price ef- 
fects xif the prpposed mandatory deposit legislation are 
a!l .^^,^ected to be positive in the aggregate in Massachu- 
s^^f^e adverse impact of the legislation on certain 
f^^^l^p highlights the need to examine altern|itive 
proi^ffefs. ; , ■ 

One alternative proposal is an outright ban on the 
use of ^l^fillable bottles and^nQrirecyclable cans, but 
nothing^'^^uch a ban would encourage the return of 
^container^ In addition, unless provision were made for 
a gradual transition to reusable containers, such an ac- 
would probabl)^ have severe adverse economic 
'i^ects, ineluding immediate curtailment of employment 
in the glass Mnd can manufacturing industries. 

Another alternative is a program to tax cans and bot- 
tles as potential litter, cpmbined with direct government 
sponsorship of recycling and resource recovery pro- 
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grams, public education and litter recovery, Vermont 
initially adopted a litter tax, and one is now levied in 
Washington state. However, energy savings from re- 
source recovery and recycling are considerably less than 
those associated with direct reuse, and education and 
litter collection programs in the past have not been 
particularly successfuL^ 

A review of the alternatives by a New York State 
Senate Task Force led them to conclude that only 
mandatory deposit legislation can provide substantial 
direct benefits: 

Requiring that a tidposit be placed on all beer and soft 
drink containers (whether they be rcfillable bottleSj 
nonrefillable bottles, or cans) without prescribing that 
specific types of container be used, provides a direct 
economic incentive to consumers to return bottles and 
cans to retailers. Such a. mechanism forces beverage 
manufacturers ,to deal with emptied containers, thus 
encouraging the use of refillable or easily recyclable 
containers. The deposit approach takes advantage of 
an existing^ proven mechanism; does not restrict con- 
sumers or producers from using the container they 
prefer so long as provision is made for its return; and 



does not restrict innovation while minimizing goyern- 
ment intervention in the marketplace. Only those 
consumers who decide not to return containers are 
penalized (through forfeiture of deRosit, a revenue to 
the beverage industries which would ultimately con- 
tribute to offsetting costs and possible price reduc'- 
tions).^'^ 

Conclusion . / ^ 

The mandatory deposit legislatipn currently pro-, 
posed in Massachusetts provides for considerable en- 
vironmental benefits. Fortunately, the foregoing analysis 
has demonstrated: that the proposed law is not intrinsi- 
cally detrimental to employment opportunity in the state. 
Moreover^ retail price levels may actually decline. How- 
ever, some employment loss may result in the glass and 
can manufacturing industries. Est abhsh ment of an ad- 
equate transition period to enable aflected industries to 
adjust their tcchnnlogies will help ensure a minimum of 
job losses. Acceptance of the legislation by both industry 
and consumers in the period immediately following its 
adoption is vitally important to its success. 



New York ^nate Task Force on CriUcHi Problems, p. 



Ibid., 



TECHNICAL APPENDIX 

COMPARATIVE COSTS OF Bl!vERAGE 
. CONTAINERS 



Mandatory boiHe legislation will ulter tht! cost structure of 
the bottling and brewing industries. By stimuluting a switch to 
reusable containerSj the legislation will rusuli in increased costs 
to the bottlers due to each of the following; 

• sorting and handling required to process the rerjllablu and 
^''recyclable containers; 

• '.the return trip tminspoptation; 

• required cleansing of refillable bonles; 

• warehousing of refillables; 

• investment for processing reusable containers; 

• heavier cartons needed to carry returnables; and 

• new and heavier bottles. 

On the other hand; costs will decrease through the reuse of 
bottles and cartons and the recycling of cans= Savings in these 
factors are especially significant since containers comprise nearly 
50 percent of ioial costs. 

This appendix analyzes the likely direction and comparative 
magnitude of soft drink bottlers* cost changes under mandatory 
deposit bottle legislation by weighing the impacts of each of the 
above changes. Similar analysis applies to brewers' costs. The 
data are drawn from the experience of Oregon in 1972. Al- 
though the level of prices has changed since then* the^ relative 
impact of the legislation should be the same, 

Table I presents a comparison of costs returnable and non= 
returnable soft drifjk conlaineVs. The componLmts reqi^iring ad= 
diiiona! coists under the returnable system add 53^^ per case for 
bottles and 470 for cans. The compartible figures for beer are 



41^ per case for hollies and ^80 for cans. The estimated cost 
increase for cans is overstated since lines 1, 2 and 4 of the table 
assume that recyclable cans-requife the same handling, shipping, 
and capita! expenses as refillable bottles. 

The level of increase reflected in Table I is heavily dependent 
upon labor costs since both the sorting/handling and delivery 
are labor intensive. Indices of average hourly earnings for pro- 
duction workers show that Oregon labor is more costly for 
the relevant occupations and therefore the cost increases asso- 
ciated with refillables are^Yobably overstated for Massachusetts. 

Table I shows thai cost increases would be overshadowed by 
the savings associated with reuse of containers. Bottles reused 
seven times would result in savings of 640 per case^ The cost * 
saving would also be signifieant for recycled ?ans. Energy use 
in producing recycled can stock would be negligible compared 
to processing bauxite, and capital investment woijld be only 6 
percent of the amount needed to start with virgin ore, Savings 
of 620 per c^ase could be achieved. 

As a result of these saving^ wholesale costs would be expected 
10 decline upon conversion to reusable containers, Several , 
factors, however, would be needed to realize these savings. The 
trippage per container would have to exceed the breakeven poinlj 
and cans would have to be recycled. If beverages were sold in 
standard bottles, reusable by several firms, considerable addi- 
tional savings would result. Compatible legislation among the 
states of the region would provide additional incentives for 
standardization of bottles and thus would increase savings. 
Finally, subslaniial savings could also be effected by eafeful - 
iransportation planning so thatj for example* trucks combine 
deliveries with picking up empty containers. ^ 
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APPENDIX TABLE I 

Comparative Costs Per C^ of Retur^ble and Nonreturnable Soft Dridk Packages 

Summer 1972 



Higher Casts With Retitrnabtes 
L Sorting and Handling^ 
2/ Dflivery (including inbound freight)* 
3. Manufaciurini, warehpusing* and 
jngradiante^ 
, 4< Amortizgd capital costs 

Lower Costs With Keturr^abtes ' 

5. ContaiD€r costs^ 

6. Carriers^ 



^ No Cost Change 
7. Crowns 

Average cost per case; 
After mark'Up® 



soft drinH-'packages 



7^Trip 
Refillable 

Bottle 
(12 oz,) 

$0.18 

r50 

M 
.08 

. .12 
.04 



$L78 
$2.49 



One^Way 

Bottle 
(12 ozj 



.33 
.50 



.90 
,15 

.04 



$1.90. 
«2.69 



One-Metal 
Aluminum Can 
(12 02.) 
Made From 
Recycled MetaU 

$0.18 

.50 

45 
.08 

.46 
.13 



$1.80 
$2.51 



Nonreturn^le 
Can 
(12 oz^.) 

$ 

.29 
AS ' 



1.08 
,13 



$L95 
$2,76 



» Data in this column in categories I and 2 arc based on yxpen^s aisoLiaiGd with rGfillabk' bottles' Sinco cans are lighter and require less cai^and space 
In handling, the eolti for. cans are therefore oversiated. 

^These categories include significant labor costs, whiLh are higher- in Ortgon than Massachusetts (U.S. Depnrimcnt of^ I.ahqr, Bureau of Labor Statisiie^s). 
They are based oa the 95 percent Oreion return rate. These data used fnr bonle expenses have been criticized by Gudger and Bailes, September 2, 1974 
(p. 6) as well as Bingham and Mulligan (pp. 172=3) for dv^ersiatlng the tmi disadvan[ag& of refillable bOllles over. one=way boulcs. A fortiori one^melal 
can expenses could be overstated. 

The 10^ difTerentiai beiween /efillable and one-way bbttles has been criticized as being "excessive/' See the statement by C M. Gudger and J. C. Bailes to 
the Oregoii Legislature, September 12, 1974* p. 6. 

♦The price per ease of refiflable bottles is $2.55. the price per case nf reeytled cans is $.48. The return rate is 85 percent. The depnsit is H per unit, 
Since soft drink bottlers maintain distinctive fcottles, the price of returnable soft drink baules is more than twice that of returnable beer bottles. We as- 
sumed that the 30 certified deposit applies, nonetheless. As a resuH wc overstate costs. If anything. 

^Refillable bottles require heavy duty but reusable cartons. The net cost of these is slightly less than the cost of non=reusable carriers required for one-way 
bottles. ' ' . , 

mark-up of 41,5 percent was used ia these calculations, reneciing turrenl industry pqiterns, The mark-up represents return to capital and therefore is 
not applied to Item 4. 



Source: New i<n^tand iCi omnnii indit iitiirs . Maruh 1^76. Fuilcral Reserve Bank of Boston, pp. 17. 
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student Reading IS|o. 1(k 



Question 6 



LAW PROPOSEp BY INITIATIVE PETITION 

Cbntrols on Bottles and Cans 

Do you appr^ya of a law summaKlged bolow, whloh was ^ 
disapproved by the House of RepreBmntatlvmB on May 3,197$, 
by a vote of 14B'^B, and on whiQh no vote waB takQn b^^ 
Benaie before ^$y Bf 1B76. « 

Summary 

; The proposed apt would require every beverage oontalner sold or offered for 
. sale In the Commonw^ealth to have a refund value of at least five (5) centSs 
and would prdhlbltjhe salt of metal ^beverage aontainers with fllp^tops. It 
;would apply ton oontalners for beer and other malt beverages and to soft 
drinks. It would not apply to oontalners for dairy products or natural. fruit 
Juices, nor to containers which are biodegradable. 

The act would authorize the Secretaiy of invlronmental Affairs to certify 
;^ oontalners as reusable or recyclable/ It contains both enforcement and pen- 
V ally provisions and would take effect an February 1, 1977. 



YES □, 

9 

NO □ 



A YES vote is a vote to establish the proposed controls on 
beer and soft drink bottles and cans! 

A NO vote is a vote against establishing the proposed con- 
trols on beer and' soft drink bottles and canp. 



Full Text of Law 



An Act to provide eaonomlc tnoen' 
fives far eonsumers ritMfntni bever^ 
age bottles., and can p. 

Be it enacted ^by the People, and by 
their Authority: 

SECTION 1. Ghtfpter 94 of the Gen- 
eral Laws is hereby amended by add= 
Ing after section 313 the foilowing 
nine seQtioni:-= 

Section 314. Definitions for s, 
314— S. 322. 

In this section and sections three 
hundred &nd fifteen to thrive hundred 
and twenty-two inclu||ive, the follow- 
ing definitions shall ,^$0^y' 

(1) "Beverage'* ^#ans beer and 
other rnalt bevera^p^Mpda water or 
Cimilar carbonatedj^lkdrlnks, and 
rpineral water but'^^^e^^ot include 
dairy products^ nj|^^^fujt j aes. 
wine or spirits, f^^^w^' 

{2} "Beverage contaif^|^.^ means 
any sealable bottler can, jarl^ carton 
which is primarily com^sed glass, 



metah plastic or any combination of 
those materials and is produced for 
the purpose of containing a beverage. 
This definition excludes coritainers 
made, of biodegradeable material 

(3) "Bottler ' means any person 
bottling, canning or otherwise filling 
beverage oohtainers for sale to dis- 
tributors or dealers. 

(4) "Consumer" me^ns any person 
who purchases a beverage in a bever- 
age container for use or consumption 
with no intent to resell that filled bev- 
erage container, 

(5) "Dealer" means any person in- 
cluding any operator of a vending 
machine who engages in the sale of 
beverages in beverage containers lo 
consumers in this commonwealth. 

{6} "Distributor" means any person 
who engages in the sale of, beverages 
in .beverage containers to dealers in 
the commonwealth including any bot= 
tier who engages in such jales. 
(7) "Reusable b^erage contain&r" 



means any beverage container so 
constructi^d and designed that it is 
struct uratfy capabJe of being refilled 
and resdid by a bottler at least four 
times after its inifial use. 
^Seciion 375. Refund VbIub. 

" Es^ry beverage container with a 
capacity of less than thirty-two (32) 
ounces sold or offered for sale In this 
commonwealth shall have a retund 
value of not lees thari five cents; every 
beverage container sold or offered for 
sale in this'^commonwealth with a 
capacity of thirty-two (32) ounces or 
more shall have a refund value of not 
less than ten c^nts. 

Section 316, Deposits; Refunds; 
Exceptions. 

(a)^^£very consumer shall deposit 
'with ihe tteafer the refund value of 
each jfbeverage container purchased 
fro that dealer. ... 

*Full fexf of Law is contBfned in the 
original doGUment, " * 
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Legislative Con^mittee Reports 



MAJORITY REPORT ' 

The Comfnlttee on Commerce and 
Labort after carefui and considerate 
dalibarationi has concluded that H. 
4200 "ought not to pasi." 

On March 30, 1976 the Committee 
held a hearing on an initiative ^tltion 
H. 4200 along^wlth a number of other 
bills which would impoie mandatory 
d^ppsits on beer and soft drinl< con- 
taSfieri. The hearing was well attended 
b4^both the proponents and oppo* 
nents of this bill. There was strong 
environmental support for this legisla- 
tion, but there was equally strong op- 
positjpn from both industry and or- 
ganlied labor 

This proposed legislation would re= 
quire all soft drink and beer containers 
to carry a minimum refundrtle deposit 
after February 1, 1i77. A ban would be 
placed on the sale of cans with de- 
tachable metal parts. All stores would 
^ be required to accept containers and 
refund deposits on any brands sold in 
the store. Distributors would have to 
accept and pay the refund on their* 
•bottles and cans on mal<ing delivery to 
the retail outlet. 

Those urging enactment of this 
measure did so primarily on environ- 
mental grounds. It was the[r conten- 
. tlon that H. 4200 would reduce litter 
and save on energy as a result of 
encouraging the use of returnable. re= 
cyclable containers. ' 

Our analysis indicates that, H. 4200 
could result in a reduction of litter, by 
anywhere from 10% to 30%, ; at 
maximum. 

In terms of energy/ the savings, if 
any, is not clear but most lil<ely would 
be minimal. 



The Committee believes that eKten^ 
iive unsightly litter is indeed unac- 
ceptable and the act of littering, nrrust 
not be tolerated in today's sq|B^ on 
environmental as well as he^t^and 
aesthetic grounds. "^^i^ / 

The Committee also, recogniies^he 
need for development of solid waste 
disposal systfRis which, combined 
with proper recycling activities, will 
lead to a much better use of our de- 
pleted naturaj resources. 

Howesfer, it is the opinion of the 
Committee that 4200 is an unac- 
ceptable technique for Massachusetts 
to adopt at this time. It would result in 
severe adverse economic impact to a 
positively identifiable group of citizens 
while producing ^an ephemeral posi- 
tive result in the 4rea of reduction in 
solid waste. . . 

^ Secretary of Econorriic Affairs How- 
ard Smith and Commissioner of 
Commerce and Development John 
Marino have estirnated that as high as 
1000 men and*women in well paying 
jobs would lose their work if H. 4200 
weVe enacted. • 

In addition, there would be an addi- 
tional adverse impact caused by the 
necessity of spending millions of dol- 
lars to* convert facilities ^to aiU 
returnable containers. 

It is obvious that if H. 4200 became 
law, retailers, bottlers and distributors 
in border areas within the Common- 
wealth would suffer. 

It is also obvious that if H. 4200 
became law, it would create an incon- 
venience to the consumer. 

It is the opinion of the Committee^ 
that this legislation would leave 80% of 



' * 

our litter probleni unresolved and ' 
deals with -only a smal I portion of a ' ' 
very large solid waste and r&cycling 
problem. 

It is the Opinion of the Com|Tijttee 
that enactment of H, 4200 v^uld 
create an extremely high degree of 
economic dislodation and ^ould 
further damage industl'taf perception 
of the posture of the Oomiftonw^alth. 

It is the opinidn of t^Comnryttee 
that H. 42W) Is an approach to a pro b- . 
lem y^hlch should be taken on. a . 
giona) view and we recommend that 
the Governor request the New ^g- 
land Regional teommission to investi- 
gate thisfeaslbility. f^ ; 

The Committee therefore concludes ^ 
^hat H, 4200 ought not to pass. 

The ilgners of this report state ufi' 
equfyocably that H»42Q0 OUGHT NOT 

to pass. . 

Senator: ReprMntatlves *■ 

John H. FItzpatfiek Richard H. Demers . 

Bernard D. Fiynn 
Divfd J. Swartz 
T Boyal L. Boiling 

Bruce t. Withe rbet 
Norrls W. Harrli ' 
Richard F. Flnnigan 
Robtrt M. PmiB 
Andrew CollarO 
Edward $hort©ll 
O. Roland Orlahdi 
Raymond A. Jordan * 



MINORITY REPO^ V 

The undersigned dissent from the 
majority report of the Joint Legislative 
Committee on Commerce and Laborjs 
adverse report relative to H. 4200, (f\e 
initiative petition, which, in effect, 
would ban tbe use of non-returnable 
bottle.sand eans/forthe following rea- 
sons: 

Although there is a possible job loss 
cited by the opponents, it Is our 
judgement that the new jobs resulting 
frorn such legisllition would offset the 'jj 
potential job loss^jftherefore* no signif- 
icant job increase pr decrease would 
occur by thf passage of this legisla- 
tion. It Is likefy thit the advent of re^ 
iurnable containers would increase 
the number of Jobs in the transpgrta- 



lion, handling, cleaning and recycling 
of these containers! 

Secondly, the further continuance 
and encouragement of i public 
"throw-away*i* policy relative to our 
manufactured^ products is counter- 

. productive ^to the long-rangf 
economic interests of the Common- 
wealth as well a^i^the natioin %b a"" 
whole, . ^ 

Thirdly, this legislation would most 
likely increase the number of domestic 
brewers and/or bottlers sfnce the long 
distance shipping of reiurnables to 
out-of-staiB brewers and bott.lers 
would be inefficient and uneconomi- 

^ caL ' ■ ' 

Finally, a crucial and decfipvelactor* 

\. ' ' ' kl 

72 ' ■ " 




in support of lH 42CfiBls the effect that 
this legislatipn ,will _have In .lessening 
the solid waste problems of the indi- 
vidual communities and the unsightly 
litter problem on our staters highways. 

The underilgpj^.d endorse'^ii legIS' 
latlon with tha strong recommenda- 
lion that the Legislature ih^ld alio 
enact appropriate legtslatldn grant- 
ing relief to thoee agected Industries 
In order to allevlsV'^any p^lble 
edonomlc dlilQcatlorts resulting from 
the passage of ihls amendment. ^ 

SQnBtorsi 
Allan R. McKinnon 
Edward L. Burke 

Robert A. Halh V ^ 



MINORITY RiPORT 

Article 48 of the Massachusetts 
Constitution establishes the initiative 
petition process as a means for the 
people of the Commojiwealth to 
achieve cpnstruptive change through 
direct action. The General Court must 
respond to such petitions .within cer- 
tain aasily^understandable limits. 

If that response proves unsatisfac- 
tory, under Article 43 the people can 
make the ultirtiate decision. If the 
General Court rejects an intiative peti= 
{ion, the .result is democratic in the 
purest sense of the word ; the decision 
reverts to the people. 

Although the initiati vaio etition pro-* 
cess is of necessity so^what inflej^i- 
ble, thB'Legislature has been accorded 
several opportunities to forestall any 
possible problems stemming fronith^t ' 
Gonstitutionally mandated inflexibility. ^ 
Urifortunately. the Ganeral Court has , 
revealed an inflexibility of its own far 
greater than that of the initiative peti- 
tion process. The General Court has 
repeatedly refused to. consider enact- 
. ing any of several^ther proposals. 

The initiative peiitior^'s^ chief spon- 
sor tiled a duplicate of the initiative 
= petition In amendable bill form (now 
numbered H. 3544) explicity intended 
as a means for a negotiated and con- 
structive legislative response to the 
actual petition. This bill has to date 
produced no such response. The bill 
has received an adverse response 
from the Committee. on^Commerce 
and Labor by being referred to study 
by a Commjssion. 

Eight other bills, which in one way 
or another would deal with beverage 
containers* have also been referred \o 
a study although similar proposals^ 
have been filed in the Le^slature and 
been the subject of public hearings by 
this or other committees duftfig the 
past sf vera! years. 

Apparently, the Committee's ma- 
jority will accept no major provision of 
the initiative petition. Apparently, the 
Committee's Tnajority would respond 
with approbation only to the complete 
abandonment of effective control of 
litter proliferation and .resource profli- 
gacy. 

The Committee has chosen to reject 
every one of the several proposals. We- " 
earnestly hope that the General Court 
will respond more constructively, 
either by enacting House Bill #4200 or 
by enacting some version of House Bill 
#3544 before May 5th. 



Th^.ifiitfative' petitlonja/ould require 
that^all malt beverages afid soft drinks 
be sold with a container refurfd value 
of n^4f ^^»^Kan five cents. The petition ' 
does ^bt matidate refillable bottles as 
some oppojf'Irits woufd suggest, but 
rather establishes an efcopomic incen- 
tive to return and either;re-use or recy- 
cle beverage .CQratainers. We submit ' 
that should this^ petition enacted, 
any adverse economic effect on pro= 
durftion of can^ and bottles would be 
substantially Idss than that resulting 
from the enactment of other regula- 
tory statutes in other jurisdictions. " 

The question^ of feconomic impact 
should also be examined in the brew- 
ing and bottling sectors and -at the 
wholesale and retail sales levpls. It is 
alleged by some that local bottlers 
would be adverseiy affected by enact- 
ment of this petition* We are con- 
vinced that- the proliferation of the 
non-returnable container ha§ bfen a 
significant contributing facto/-in the 
decline of numbers of breweries and 
bottling plants in th^ commonwealth 
and the concurrent decline in num-.j- 
bers of persons employed in these.- 0. 
facilities. Massachusetts is a net im-. ' 
porter of beverages and suffers a 
negative economic balance as a result. 

We believe that the enactment of 
this petition might well help to correct 
the ecoriprtiic balance by e'r\couraging 
the resiffyence of local brewers and 
bottlers and expanding local job op- 
portunities. 

Similarly, we believe that additional ' 
employment wopidgbe created in 
transportation and sfles facilities, al- / 
though not at a cost which would 
negate t^e savings enjoyed by con- 
sumers frpTri ■.th&, jqwar cost of using 
refillable ^c^;^aftn^rg'f.in a larger per-, 
centage ^Sf^lt^^ mar=ket. New 

employ/Ti^y.3^0rt|hities-can also be 
p r 0 j e c t ey ^^rt- .tt>\a i^^^ e I a i m i n g an d p ro - 
cessing-ofWed metah glass and plas- 
tic, ' 

Beyond the more Obvious effects 
which are measurable economicallyr 
other positive results of enacting this 
petition would be seen in a reduction ^ 
of roadside litter, reduction in the bulk 
and weight of residential rubbish in^ 
cinerated or buried, and a lessening of 
the rate at which we' are expending 
energy and depleting our limited sup- 
ply of irrepraceable natural resourcQSj 

We feel strongly that reducing the. 
quantity of cans and bottles entering 




the waste st^t^ will significantly re- 
duce disposal costs, energy eonsump- 
.'lion, ^environmental degradation and 
the Use of ^land for landfills. Why 
shoiild the number of beveriige. con- 
■ ' tainers be allowed to multiply when 
certain types can be re-used or recy- 
cled? Why should unnecessary c^ts 
be incurred for solid waste dll^sal 
and cleanup? Why should thfe local 
c'itizen through his property taxes 
needlessly subsidize the throw-away 
^ Container? We believe that the provi- 
.sions of JHouse Bill #4200 provide an 
* appropriate/means of restricting bever- 
age cbritainers from the w/aste stream 
and encouraging their recovery fo/ re- 
. cycling or re-use.^ 

.It has betn shown clearJy over the 
years that the polluter of our air, the 
abuser of our waters and the excessive 
. user of energy must be constrained by 
.legislative action for the public good. 
'We believe that the provisions of .fhis 
petition are app,roprjate constraints on. 
non-returnable containers, an effluent- 
.which is pollutmg our land, lasting 
'our reiources and consuming energy 
^A^ithout commensurate social re- 
'wards, ' . . . , . 

The General Court has the.opportu- 
rtity to ict favorably m this, session bp 
any recommendation of the Special 
Commissjon on nbn-retjurnable bot- 
tles, fa uf we believe that the record .of 
that Commission to date makes any 
favorable action an unlikely possibil-% 
ity. \ ^ ^ \ " ■ 

Alternati*fely, the General Court, 
shoOli HoUse Bill #4200 be approved 
by the people in November, may 
amend any provision, defer the im- 
.pi8i ^ntation date or take s^uch other 
action as may in its vyisdom be consid- 
ered appropriate. 

In our view, House Bill #4200 merits 
enactrrfent. We regret that the General 
Court has to date been infle)^ible in its 
response to similar proposals, and we 
hope that each bfanch will soon see fit 
to respond constructively and "affirma- 
tively when the matter is vQted on by 
roll call. " 



The signers of this report slate un» 
equivpaably that House Bill #4200 
OUGHT to pass, , 

Sena}or Rtofiald MacKenzie , 
^ep/esenfaf/Ve 'Nils L. No rd berg 
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Oregon 

Ldtter reduced, store costs up ^ 

By Dtan Smiths ^ 
Special to The Globe ' 

^ \ PORTLAND, Ore.^Four years after its enact- 
ment, Oregon bottle bill remains so popular here 
^ that its opponents my they are afraid to voice their , 
objectibns publicly. 

■■We're disappointed/' says one disgriintled beer 
distributor, "because we're paving to stick our heads 
in the sand to say it's working, when it hasn't " 

The split in attitudes about the law, which 
placed a deposit on-all beer and carbonated soft 
drink containers, has been one of the consistent 
threads in a highly emotional issue: 

Consistent also has been the inability of propo- 
nents or bpponents to unravel the complex ramifica- 
tions of the law to prove that it either is working or' 
has failed, , 

'1 don t ihink anybody really knows the total 
impact the law has on us today " says Chris Maletis 
III, president of the Oregon Beer and Wine Dis^ 
tributors Assn^ 'The facts havte been manipulated,'' 
Nevertheless, state government 'and Oregon's 
political leaders remain solidly behind thp^Iaw, 
^bich they claim has significantly reduced V^^de 
litter, resulted in a net increase in jobi art3;^l^ed 
enough energy to heat 12,000 homes annually . 

Gov. Bob Straub says he is a 'Very enthusiastic 
supporter" of the bill, as was former Gov. To^ 
'McCall, who 'is appearing in Massachusetts, Michi^ 
gah and Colorado this year to support ballot mea- 
sures pending in those states. . \ _ \ ^ \ 

No new data has be^ compiled on the law since 
reports three years agolfiiowed a 39 percent decline 
in roadside litter after the law took effect on f 
1972. ' ' ' . ' 

^*^«mtrov^er§ial, state-funded report by Appjied 
Desigi^S^tems, Inc. , confirmed in 1975 that thi ^aw 
reduced litter, but said it Cai^e^about ai a major cost 
' to industry. ■ ■ ^ ; * _ 

f -'We see no reason to further jusjtiff the bill," 
said one governdr*s aide J ''because 85-90 percent pf 
, the public want it", ^^c, ' 

Several legislators ar^ seekmg to also requipfja 
deposit on wine^^ntainers, ' ^ ^ ^ .-^ ^ 
. .The law^ requires that, retailers .charge a 
minimum two canta oil certified containers (such as 
the41'0^ce*'stubbie*^ bottle) used by more tha.n one 
manufacturer, and Qve cents on all other containers. 
■ It also outlawed removable "pull^ tabs" on beverage 
cans. I ^ • 4 
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One of the first im^afets of the bill was to reduce 
the canned beverage trade, and only recently have 
cans shown a slow return into the marketplace. 

' ^ynolds Metals Co., which says it lost 90^ 
percent of its can business in Oregon, admits that^^ 
the alUaluminum can "has made a remarkablfe ra^^^ 
coveiy in recent months/' / ^ 

Andrew McCutcheonf Reynolds public relationftr^ 
director, said Reynolds would have to quit the carf ' 
buliness entirely if a national bottle bill was 

enacted, - jj r 

' . While some of the law's impacts are hidden from 
publio view because higHly;competitive beverage 
industry dificials refuse to release business data, 
thesfe other effects are known; 

-^^rgcefs have had to ac«pt the burden of 
han tfiirig, sorting andf storing empties without com- 
pens^fbn. Fred MacRae, Oregon division manager 
for Safeway Stores,, says most outlets added 30 to 42 
additional employee hours each week. In addition, 
he says, retailers now stock only fast-moving bever- 
age items because of the "headaches" involved; 

—Beer distributors claim that the law has in- 
creased their cost of doing business by 25 percent. 
David Whitbr'ead, executive secretary of the dis- 
tributers association, notes that mo^t firms have 
invested iij, larger trucks whicli must '*gp out oile- 
quarter empty'* to handle returned containers. Beer 
prices, in^restingly, have remainid comparable to 
those in Hfeighboring Washingtoi^Which. has no 

deposit law. , / ^ ' 

— ^ —Employment has increased sUghtly under the^ ^ 
bill, with n net job increase of 50 tg iOO, according to 
the ADS report However, one canning plant shiit f: 
down completely, and the Cbntinehtal Can Co. in 
Rgrtland faced .a $180,000 loss from unsold beverage- ^ 
cqjis earmarl^ for.a downstate firm. , 

■ _Beer sales, eK^cfed to suffer, did.,^^ 
milt beveragB consumption in. Oregon has continued 
to grow approximately 17-percent each year, , 
Anheuser-Busch, brewers of Bildweiser, was among 
the^out'bf state brewers expected tcr lose a foothold 
in the state, but govermneiit tabulations show a 
gain for the breweiy from about 5 percent of . the * 
market in 1S72 tOia strong 14 percent in 1976. Prior 
to the law, 44 beer brands werevsold in Oregra; but 
only 25 ^M; are availablfe. , , * 

^Hfeavy capital investments' continue to be 
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ifiacesiaiy in th(B soft drink ihdurt^i 
shown ^most no gaki% growth in 
doca-Cola bottler says he had to hi 
perceflt mora em pl ^yges and had tcff^ ^r M&e 
warehouse ^ace. "SElis in J^ashingtoh anoTO^ifbr' 
nia are growing like crazy tfid here wt alt like a berg 
between them with hardly Any gainsi" the .officifti- 
a^d/ Soft drink prices now Me higher in OregoH^ 
;&ai^?^M^boring states. 

> — OW^dn's liir^iest glass container manufac- 
tiifer, Owje^Wllihbiij said it had to r€hiove two 
^rbductidiSiitiei at the cost^^^ Dick HugheSp 

plant mana^e^ said the Oregon bilL has had a 
"deteriorating' effect on our ability to be an economic 
force in Oregon." ^ 
A rtiodel Utter control act introduce in Wash- 
ington also in 1972 has been ^mpared with^the 
Oregon effort flir its litter reducing effects. The act 
instituted a tax on litter-producing industries to 
fund a $600,000 annual anti litter campaign. 

\Vaihington Gov. Dan Evans announced this 
monthythat the program resulted in a 66 percent 
decli^^ln total litter over a' four-year period. The 
progrl^f involves a major advertisingp volunteer 
cleanup and educational campaign. 

. In addition, Washington spe^t $480,000 to pick 
up litter along state highways in fiscal year^l975-76. 
^egon. spent about $6b0j^Q|jp0 for the same perioST 

Oregon bottle bill supporters take a dim view 
the WasMngton resultij howler. 

The Washington approach, sayp Janet McLen- 
nan* Gov, Straub's natural resource assistant, '4s 
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; just a aeheme to tax people to hlrfe others to gg pick - 
^ up garbage." ^ * 

■'•^ iM^We^ could preach 'A|j*t Utter' or litter the 
, highw ayi with si^^ that §ay ' don't litter/ but it*8 ' ' 
very drfliculOolea^h^itizen^ those fe]|ps,"~~ 

she sai4. j'0ur program of ielf-ggnerating enfbrci- 
merft^'^vorksv because economics dictates that it 

.• V^rft." .-^^^^ ^ ^ • - 

Since Oregon naSied its bill, virtually every 
other state has enfertained similar proposals, but 
^ only VetoontiJ^i^ adopted a s^nilar law, . ^ 

Nevertheless, Don Waggoner, former pftlident " 
of the Qregon Enyironmental ,pbuncil and a' vocal 
bottle bift supporter J is not dis&uraged. 

"I think it's just a matter of time," ^aggoner 
insists. "The federal Ener^ .^^Inist^iitioh r%- 
cently favored a national bottle bill and I t'hink once 
the energy consequences are known and become 
more important we'll find more acceptance*" 

\yaggoner notes that^ industry ioHbi^ists have-^ 
spent enormous sums tq,de|eat proposals around the 
country. He said the industry \^^pend<|^0,pp01n 
Massachusetts alone to oppose th&balloFmeAsufi*^ 

Recycling projects in- Oregon hflve lost sonxe 
revenue with less^Metal and glass in the Bolid waste 
stream, but many now have contracts withWvferi^e, , 
distributors to hand^ returns, the state Department 
of Environmental Quality reports. S 

"We're happy to see the voIub^ drop," says 
Jerry Powell, president of the Portlaria Recycling 
Team, ^'because enV'ironmentally it's better to see 
the bottle refilled than remelted,"" . ^ 
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1^ per year for the aver^p Camil^based on 
c^sumption of 8 oz. cans of soft drink (1076 
Sides SuiT^y of the Soft Brink Industry, * 
^puWi^^to tt|e,Natlp^ 
difloh); cbnaumptton of beer b on J2 oi/ 
. cm^(i^^^s^^^^^k^2i£kJLdd^^^ 

Sti^^ (U^S.,Envixcmnient^ ftot^tion -^enc 
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On Kovimber 2, the people of Masift=^ ! 
3husetta will vote on Question 6, . 
TheBotUeBiU. 

On the §mf ace, it sounds like a good idea, 
Jut when you pop it openj it's a Pandora*i 
Ksttleofprobl^s, . 

Hov^flwiottliBIII / 
couMbrMkyou. 

For openers* youll have to pay a deposit 
)f at least H on every can or bottle of soft 
irinlq beer, or non-natural fruit drink ybu 
3uy* And the price goes up to 10^ for cans j 
irA bottles that are 32 oz, or more, ■ 

It's going to be tough to swallow, %r ' 

If you don't bring clean cans and botttes 
mk to the storej youB lose that dt posit . 

And^evan If you cany through on your 1^' 
md of the deal, the Bottle Bill isn't^a money'' 
)ack guarantee. Because somebody will have 
0 pay more for the handling storingj and 
)rocessingof empties. And who do you thinff 
ihatwOlbe? ' ' . 

You. ' * 

Now if you have to pay rwv^, you'll buy * 
ess. But in order to survive^ stores may 
iave to raise th^r priois further, ^ ^ 

^e vicioug cycle will do-ye even more 
msinesses out of Massachusette,takirjff with * 
hem jo^ and paychecks. And leaving oehind 
he promise of Righer faxes, ^ 

Now if somebody asked if your family ^ 
vould care to pour out an extra^^lOO a year oir 
)evera|e s in bptties^d cans, or see pq|sibly ^ 



thousands of Jobs lost in this state, what 
would you - 

S . No.:; .^ 
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If you have to return your bever^ ^ 
cont^nerg to get your deposit back, it's going n 
to amount-to a pain in the can. , » 

And therell be manf unhappy returns 
for storfikeepers, who'll be caught in the - 
middle with storage and handling problems- 
and probably health code problems, too. " , 
. ' If somebody ^sked ifyou-d care to &riy 
, back hap and bB0 of empty cans and .Wttles 
of allies - ifthe way up to 64-0^. soSa 
bottlS- thin stand in" line tfll some guy with 
probleips of hjs own frave you your deposit 
back, what would you iay? . 
. Not 'i ^ * , *' 

AisMieoftlit 
» eoMlBinprapM'ly. 

-------T--- - — — — - ■ - - - ^ 

0 i;^urveys have shown that you can't 
catcttlitterbugs with a Bottle Bill. 

In fact* the Bottle Bill hasn't been a 
smashing success in the two states where it 
^as adonted, 

In ine state, roadside litter of beverage- 
related material was up two yeara after the 
bill was ertacted, In another, much of the 
population sees no change in the litter litua- 



tion, and even more want the bill ;^«aled 
ormodlfl^, m 

It would be more efficient to enforce 
litter laws and fines we already have, 

Bwause if $50 won't stop themp a 5^ or 
10^ deposit eirtainly won't 

Finily, those empties you bring back 
may vety Well be carted away to a central 
^dumMg place. 

"B^use Question 6 doesn't itipulate 
cling. 

g If you're concerned about the environ- ^ 
ment, yoU-re better off taHng your trash " 
to recycling cen%rs Just as people b^e been 
. doing ?^?W^owrcompuIso^ Itgislationl'^ ^ 
So. if somebMy asked you, a person who 
doesn'tfcter^ to pick up a liotf a year tab 
for people who do, what would you say? 

■■■No. ■■ ■- ^. r ^ 

Dbnl wait till you have 
topaytheBoWe^B^^^^^ 

The sad truth is, ytull pay through the ' 
mouth if Question 6 passes, . ^ ^ 

You'll pay for the litter of others, 
Youll pay with additional inconvenience, 
, And most of all, you'll pay more at the cada 
register for beverage bottles and cans, 

This IS one time you IdiQW what a wrong - ^ ; 
vote could costyour family before you even 
vote on it. Over $100 a year, \ 

If Mmebody asked If you'd care to stop \ 
the whole mess before it's evin opened, 
what would you say? * ^ 
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^ By Ms^Ba^g^^nfen 
j^pedal tb jilt Olob^ 

If approy^ by Voters next Tueeday, 
. ^Qujktio^ 6 i^uid alte the hsbita of all 
' beer aiid joda drinkers in Mas- 

'iaehuisatta. 'C-}, - '^' 
' , Her© attiweri to questions fre- 

qufntly^asked about the bdttle billr 

' ,4\^at iBthe bb^ 

, : ^ A* ¥ tj^ rm^ai;Ur^ wbuid : irefc|U i re 
^ payment gf a refundable deposit of 3 
e#ti|$' oh *1L beef ' aind" ibfl; drink con- 
tainerf un3)|i' 32 ouncei and lO denta 
*^r^contaiiei^^ 33^:1^ 
' ^^You get Jrour d^ioiit back whan you 
/ ref^ta, f^m bpttl^.ftnd'aanl: 

f ^ Q, iDo#s mettjv 

: A'* r^e^^ffi^ law also outlaw 

^'tii%4ise df dftt^^^ ubi Jir flip^ps 
J pn caiis, wft^ifcH hipye^i^ iryuriei 

aM, in iqiMe pa^ 
^ aijcjl aijiiftali. 'wfio a^^ swal- 
l\ ^Ipw thetn^Cro ma^^ 
' ^ riiark^ >ever .model^ of eaay^o- 
^ 6peh ^aha with noridetiich able lids in 
btfiar states/; ■ V : / 




Isn't 
fashioned? / . 

' a. You might saai^o,J'ln'l9S8^ % " 
percent" of all soft drirtks and ^8 perk 
cen^t of the bear sold i^ the ^it^d * 
SWtesVwas packaged in retunia^e ; 
bottles. Today pnly-4 perc^t .of the 
Massachusetts market is re fi\la%le* 
bottles; moat jof these are soW inbws^:*|i 
^ • ^ ' ' «^ ' 

Q. Why Dsn't you ref^U^i a ndij^ ^ 

returnablje bottle? ^ ' ' 

A, Two-way or retufnabl^ bottles ^ 
are twice as heavy as '^ncrdeto^j n@ 
return" bpttlaa to avoid 'breakage in^ ^ 
thiir niUmerous trips bei^een'ifeottlen 
and the consumer, Na^iahaj^ly, ;th^ !■ 
average returnable, bottle is refilled 
' ,15 times., y:" ■ ' ' : \ \i \w ' ^ 

. Q* Will caha be rafllled? , 1^ . 
AV No. But aluminum aBd/pCeel 



cheaper in Massachuseti^ ■ Md that ' 
thi^'Figdetal Bnyiron^entrt;^pteC' 
■tibrf Agency (EPA) fdtad 'beverage 
prictfs" lower in VejTOdrit thah in Mip^ 
'S^htisfettts/'^ ^ . \ ■ \ ; ^. J, :• 

But 'opponent pi^ict pric6i', will ; 
rise J because of the'- added \costi of , 
ptoducingj^andling apd traMpbrting ^ 
peflUablel^ttl^s/ Added . aostp f&r 
VmianufaiitUF^i bottlirs and retailf rg 
will be pass^d*^ on ^higher pncfes, ' 
th^say. . :v::-^^i? ; ■ ' M ' \v 
. 4 WiU the bill mt peopk^ '. 

'out of work? ^ ; vS 

fi*A* Thati^lsg dep0nd^ on wh6m you ; 
ask. In^st^ says tlCbqttli bill* may/ 
threap 966 jaB^;ni ^ttlp, can j^d 
cbrrugiati^ box*fact6f^4 in Mte- 
chusetts, y}M , as jol^ ^ij^ethf f 

People %dfSing ip jr^ll bot- ^ 
ingaplante may lose thf h; Jobs If 
eir emploj^eri cannot rp|$e tl(j.isap-j^ 



cans fcan be shredded land metais can ^^^/^l to retool tfteiriplants tb hafi?ii#"ref 
btf Used for :new cans or btrtet p^pd- r tugftable Jetties, * ^ ^ ' ' 

^ ^ ^ — But boTOe bill lupportei^ sayijtjv''' 



^ V What is the point of lugging all 
; those bottles va'^d cahs back , to- the 

store? ;■ - • : / ■ .. / ; _ 

: ; A. By encouraging industry 
ttir^ugh the deposit system to use 
bottles which - can be rerilled many 
times, the ^ttle bill will reduce bev- 
erage container Utter, save energy 
arid reiources, alleviatf the state's 
sqI id waste problem and reduce acci- 
dents and flat tires, say proponents. . ■ - Ml iU 
PartisSaisagreeatouthowmuchof ftUowing text will appear on the 



ucts. There is no provistoA ^® *^ But boTOe bill lupportei^ sayi|it jvflt* 
proposed law, howeve ^j||0 ^man|tee , y^reate jobs, 'Th^|l^u6te a study by tiie 

' > ^*)#/ F^delal Reserve^ Bank of , Boston 
which jay a that job ross|S caji^§^ by; 



mich a recycling progri 
^ What's it a 



going to ^^^^ . . 
That depends on whoffl you alii 



^Proponents say prices will sts^fehe 
same or go down; because conai^fers 
will not \$kyB to pay for bottles ^Md. 
caha they now discard, TMB|sa3^bS|r^ 
arid soda' in refillabla j^fflfes Js now^ 



boftie.bill wiil be more tti ^ gflsett'^^ 
by the creaj^n of up to ISa^j^fba m t 
^ck^^ handling ind washing of | 
conta^Srs. A Tecerit studjr by the ^ 
Federc^l' Enjergy Administ|^ion says - 
that a riitlonal bottle bill would ' 
create mor© than 117;60O jobs/-- ' * 



How proposal^ T^^^p^n%^ 



an impadt the bottle bill will have in 
' * these areas/ They disagree more 
^ gtrpngly on the impact on jobs and 
■ ISiyerage prices, , 

V Ar^ people really going to go to 
fil'tbat trouble merely to get back 
"their 5- or 10-cent deposit? 

|j Y ^That's a question each person 
ftas to answer for^himself/ True, a 
nickel doesn't g^far these days, but it 
seems to be economic incentive to 
Vermont and Oregon residents, who 
return between 90 and 05 percent of 
their bottles and cans, 



ballot next Tuesday: . , . n 
Do you ^ approve of a law sum* 
marized below, which was ■disap-'^^ 
proved by the House of* Representa^ ^ 
tives May 3, 1976j by a vote of 146 to 
85, and on which no vote was taken by 
the Senate before May 5, 1976? 

The proposed act would require 
every beverage container sold or of- 
fered for sale in the Commonwealth to ' 
havd a refund value of at least 5 cents, 
and would prohibit the sale of metal 
beverage cofttainers with fliptops. It 
would apply to containers for beer and 
other malt beverage^ a^d to soft 



Urii^. It' woiild not apply to cbritain- 
^r& ft r dairy prpducts or natural fruit 
^ic^nor'&q c^spiiners which are 
^iodigradable.^y 
* ' ' ^Thif^a^ woffld auqlorize the Sec- 
ritffl^ ^^Environmerital ^p9||irs tb 
caftify ^pitainers as reus^jlPor re-' 
eydlablftt dontainsboth enforc^ement 
and penalty proviA^Hand .would 
take . feffeci on Feb, 1,1 9m . H ' 
A vo^^^ vote to eitOTlish' 
the proposed cQntiWs oh^er^nd soft ' 
dririk bdttles and cans. ^ ^ ^ 

A NO yote ii a. vote agams^estabfe 
lishing tiie prbposfed c^tnpls on: beer 
and jsoft drink bpttljBa ari4^(;^s 



i Copyright 1976 The Boston Globe, Reprinted by permission. 
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STUDENT REAblNG No. 13 (Continiitd) 



liffioi^ defeat it 




jince'Waifcy Day, opponanla of 
lldl ji^u^MDh 6 have ipant closa 
t i ,. V " -^S ffliffiip^^ attempt to per- 
^il V^pj^^^M^fi^ that the 

.^/^^^jSp^i M perhapi as 

■^^^^^^^iij^^ $lDO par year, * 
^^^i^&^i-t ^fut pupportari disagraa, iaying 
'Wvii^J;^ij^|ohAto save on bfer and 

" Jsdl^prii^ki if voters on Tuesday ap- 
ipra'^j^i. bottle billj which would 
rfeqtOTa a refundabla deposit of at 
, ^: Ifesfr S eants on beverage containers, 
^Ultimately, consumera 'may ig- 
nor^'coit arfuments on both sides and 
; ba^i their decision on the impact they 
11^ ^fcaiva the bill .would have on litter 
W jUnd solid waste raduction; energy and 
i resource consumption^ convenience » 
/ Jobs and the state's economy, 
* ' But opponents have made the 
, . question of price the principal thrust 
in their cainpaign, 

. Grenerally^ consumers now pay 
less for beverages sold in returnable 
bottles than those sold in nonreturn- 
^b^Xe bottles and cans in Mas- 
sachusetts stores that carry returna- 
ble bottles. % , 

For axampla, in a Blanchard'B 
liquor store in Boston, beer is 



cheapest in r#|^rnab}e bottleSi: A c^ 
of Pabit beer (12 ounce containers) 
opst $5.79 in cans, $5:69 in non- 
retumabla bottles^ , and $&,0B in re- 
turnable bottles; plus thf $1.50 re- 
fundable diiposit. 

* However, returnable bottles ac= 
count fo^Iess than 4 percent of the 
total beer^and soda sales in Mas-, 
sachusetts, Indust^ argues that all 
prices will rise if 100 percent of the 
market is packaged in bottles and 
cans consumers must return to re- 
claim their deposits. , * 

Opponent of the bottle bill argue 
that the law would' cost the beverage 
and botmng industries millions of 
dollars to retool their plants to hahdle 
returnable bottles. ■ 
, Those added coats, along with addi- 
tional costs for retail stores, which 
would have to handle, sort and st^re 
returned containers, would be passed 
on to consumers in higher i^ces, ac- 
cording to industry arguments. 

Opposition advertisements on 
billboards and in super markets and 
^ liquor stores warn: "If the bottle bill 
^passes, it could cost your family oyer 
$liO^ year" 



But that claim, baied on pro- 
Jectad handling costs and an e^sump^ 
tion that 57 percent of Massachusetts 
consumers will throw out bottles and 
cansi forfeiting' their deposits, has 
been labeled "false and misleading 
advertising** by the US Environ- 
mental Protection Agency. 

Most consumers, supporters of 
the bottle b^l argue, will return con- " 
tainers because Bvety nickel and*dime 
counts when people are trying to 
stretch food budgets. 

They say the cost of beer and soft 
drinks will decline— or stay the sgLme, 
because consumers will not have to 
pay the cost of packaging that they 
now throw away. Consumers will 
save money befcause it costs less to fill - 
one bottle 15 times (the national av- 
erage for returnable bottles) than_15 
nonretumable bottles one time. The 
saving will more than offset increased 
handling costs, according to the pro- 
ponents. 

To support their predictions of 
lower prices, they cite soft drink ad- 
vertisements, such as Coca-Cola in 
Virginia urging consumers to buy 
Coke in cheaplr, returnable bottles. 



^) Copyright 1976 The Boston Olobe, Reprinted by permission. 
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about the <<Bottle Bmt* 



We beireve Proposal #6 will ba detrimental to our customtrs in a number of ways. 
We have an obligation to give our viewp on the'question sinee we eanv a major 
responsibility for the price, variety and sanitation of the product we sell. 



Hif her prices. 

Beverage prices have gone up in the only 2 
states to adopt this scheme arid they are higher 
■ . than prices in neighboring states -even beTore 
' the deposit charge. 

Loss of choice. 

Gustomers prefer convenience cgntainers by a very 
wide margin. People should be all^dd to spend their 
money for convenience if tl^ey wislwhe §regon system 
has driven small bottlers and priyatf br^ds out of 
existence. Cans have almost disap^fere'^n Vermont 
and t^ wait at the checkout has&come, longer. 

Sanitation problen^. 

Massachusetts has 33 times as many people per square mile as 
1 Oregon. Under such crowded conditions, the accumulation of 
unwashed bottles and cans will represent a real health hazard. 

Beverage cohsumptio^fs almpsj three times greater than In 1960 
when non-returnablls became important. Today the sanitation - 
problem will be several times greater than it was 16 years ago. 



fvcn mora Impoitant.. •there will tot a ^ ^ 

ef manufthi^urliii^lis. The S^^ 

estimated that apnany as one thousand good paying, he^Qltemjly jobs 
would be^eliminated. Statistics can be arranged to claim tHaft^isis losses 
might eventually be balanced by low-paying jgbsln handlinf4riy')^^as^i^g 
empty bottles together with part-time jobs in supermarket^h^'ls hot a 
good exchange for Massachusetts/V\te need factort 
• " manufacturing Jobs, And after all this...' ' 

The litter problem win rei 

The officially accepted report of the state of Oreflor| states. that total ' 
g highway litter was reduced by only 11%. Bevterage containers are less 
than one-third pf all litter and onlya part of container Utter is affected. 
We all want a solution to th& litter problem. The best approach to the total 
problem was taken by the State of Washington. Instead of following the 
Oreqpn plan, Wishingtori put in a down-to-earth program to control all 
litter.TheIr highways are the cleanest in the United States-with no loss , 
of jobs or othfer economic dislocations. 

All oflMS are concerned about resources. We need a broad and complete 
prcj^ram to recycle everything possible, riot just beverage containers 

Ik that amount to only a small part of all solid waste (7%). , 
Question #6 makes no provision whatsoever for recycling and gives 
a false fsrpmise that you can handJe a major problem by working on one 

)ar" 



■1 



We want you to tell us how we should run our stores. We.would like to 
operate them with the greatest variety and choice, the highest level of 
, service and sanitation and the most reasonable prices. Experience from 
Vermont and Oregon tells us that these things suffer under the bottle . 
praposal and no other states have followed this scheme. 

Thilseartourtlieuflits. \ 

The deicisioii is yours! 



) 



) ' ' " <; iCespectfijilly^ ' 

Massachusetts Retail Food Assodation 

Representing 20OT Massachusttts food stores, including all JWi chains, the supermarkets and <30t one thousand independent grocer 



89 Franklin St, Boston 02110 
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on oui* 



\ .Do you enioy the crumpled ranSf dangerous flip tops 
ajffd broken boftlts Hhat litter yoor yard^ ^treetSi 
pkrks, beach#s$ ud roadsides? Do ytfu know that by 
volume Uttered bottles and cfms make up 70% of the 
trash that covers Massaehusetts? And that eveiy year, 
we spend over SS^OOOiQOO in tax doUus to pick up ttis 
awful mess? » ' 



Here^how Question #6 — the ^fess. 
Solves these problems at no cost to you. 

f When you votdVes on 6 and make the Mass* Bottle BUI law, cohtabiers used to seU beer, 
carbonated so^Hrinks md minerid w^er wHl be returnable for at least a nickel refund, 
lie biDI also p^Ebits the use of detachable pip^tops that have beaaine such a ^geraus 

1* nulsimce. ^ \ 

When you buy b^r or soda, you - U pay a deposit of Sc on eveiy container under a quart « , . 
10c on every container of a quart qr ^er» This deposit by law must be retumed to you 
when you r^tum the container at your conyenlencei simple, IsnH It? Just ^like it used to be 
in the good old days. ^ ^ , ^ 



■id 
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SM^ORTANT! I^e botf|e bUl simply dois not appljf to producte, 
^ nftfnral or^noni^ufboni^d fruit Juices, wlbe. and whiskey. Nor does it . 
apply to eo^lneii lilce%wi paper caMbhs that fall apart n^tur^y.^ 
ikad you'll ,pay no deposit ^ pnrchfues like a glass. Jar of mayonnaise 
ll^r a €iin of soup. , - - 




How does the Bottle BUI work? 

"Beautif^y!-^ sa^ the p^ple 4f Vermdnt ud Ofegon. How 
mubh differetifce can bringtiig back retufnable cdriftlneFs 
make? WeU, the cltiieni of Qr^oB voted fof a Bottle QUI In 
1972| todky, their bottle-can Utter Is down 83% and.Just 
one yev after passbg a Bottte BlU^ VerMonters have seen 
> the Utter along their hlgfiwaj^s cut 76% I 

And Fetumabie containers pay their own Utter pick-up 
costs. SuppOM sonie citftiM person leav^ a meSs of 're^ 
toRiiblei lybig around* That 5c ^ 10c deposit guafanteei 
thej-U be picked up and feturaed by the local Mdif the best 
litter pick-up team in town. And theb servicei cost you 
nothing. n ' . ' , 




The bIg,^ouM^9tato container mMtif^turers and th^ 
will do their daMd^t to defeat ow Bottle BUI, ,Why1 Becatise 
throw-away containers help them grow bigger and richer at dur 

expense* # . . - . ^ ^ ; ^ 

BbcI^ thi IMrtl^, werf 700 be^coD^ults lo Amartes. toiUy 71 % pf idl salts are 
: controUed by{8 glanr^mpanlN. Yoq getlhe plctart. Bl^tr uil^^spltt Dp among fiwer com« 
paiiles with ftwer pfaata and feW^ emplojt^ mms bigger proflU for die Big Bojs^ 

And aU Chli wim i^P^ potslble b^ ( one-way mI^ ijritem baUt on tfarow^awajs/Everjiblng goes 
ottf ^ Notfaing baloney comes baeki The i oimnif r phji for all ttf mapjr cos%pf the throw- 
*dmj% at the other end . . . includirig thk cost of the containBr itM0. WUeh meatu the container 
^^^^ufacturers and their friend get t^e profltei^jbiOQy^tentljf leafing ui with the litter. 

Ifl Front Oittalizatioa^ / 

^ A.front prg^Izattoni <mUsd the CoAmltt^ to Protect Jobs and*the Use oT Convenience Xon- 
t talners & Mluuebqutts, has been fo^riEd. Thej wUl spmd SI mlUlon to fight ^e Mass. ' 
BottlABIll. Where did thej^get that kto?tf mon^ Most of it from the bst^f4tate Mtalner . 
man^aetqjftn aad thetf Mends ^o spei^ an estimated twenty mlMlon to demt Bottle BUIs all 
over the U.S» and prot^t their pmldbs throw^aways. tfaej^Il try to beat us out of our Pottle^ 
BUI jHght hiire In MassacMset^^ t^i unl^ ' ^ \ 

... /, ■ ■ h ' j% 
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^ Whwi you hear 

tk^ir anti-BoMe Bill bal^m^ 

don^ you beU^fe. 
^ a of ^ 

Th^ Bonle Bill eould cdst^^rfamify over $1^^^^ ^ 
BALbNEYf.TbtR'i do ^Md^miOD Bs^m Bfll tlionld In^fetfi 

. . . afte^ jdl, Iff leftutdabli^ Li lut^ thji rapped Ftdtral Rtitm Bank of 
^ Boston ^pOF^^^t cof^ of b^r ud loft drinla ihodd d^tae ^nm 

Mftsi^ ^ttie BlA Is in opcrAi^ii. ^ ^ 

TheBotth BiU wiU c^t mOnyJobs inMassi§hUs$itS. 
BA|.ON£YI Man Bottlf BUI wUl ctea^^bg Massuhutte for Maiia-' 
'choMtto workerii Tht Fedtnd Rmr?i &mk of Boiton reports that tht Mais# 
BotUt Bill cbA ertata aa mariij as lj380 niw Jobs wift a paiTpn iDnifiaii is 
higb u $10,000,000, > > 

: ■ 'Toughsr ehforQemtnt ^Undrfl&m is what wb n^d^ not aBottie BUL 
" BALONEYI AVe need iOOgh" ^or^mfot of idI 'Vtte lawi'^ Incladtag ^ 
MassachosetU Bottlt BlU, l/'w# are golog to gtt oni of thii ihms. 



lU KNOW WERY UTTER glXHURTSi^ r ; 

MAKE YOtw^OTE HELP raslLiCTION D^. 
, VOTE FOR THE MASSACHUSETTS BOITLE Bto. VOTE YES QN^. 
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Wf NifD MONIY TO Vim. SiND OHECKS TO OOlMMlTTEE FOR A HrASSAOHUSETTa i^TTLE ULL. 120 lOYLSTON ST., ROQIM 

^^^ffUawUiCrenpttsdefDc^ Msstsc^tetti Poblk In^rprt tafarcfa 

^vUm^ttoBofMaSMchQiettiCoaia^ Jiitilor League of Bc^tod ^ Groap (Miii P IRO) 4 

' Boi^B Ci^ CiibeU \j / ' ' jM«F.KeUe^VttalhiiMii, State Stn \ MamcHoiiftt Romd^l^Bu 

Boftoii200 ' . > Wsyi and Meant CamDlttet^ MMxa^htaietti Sdta^^*l )|M§istlot 

EdwaidW.BmketS^atof Edward M. Kemidy, Senator ^ ' MmsmhsietteSimiGlBb 

CftliiBi,forFaMlpatiflnlB Politick Uaguedf WomOi VbUnofMMwhaietti. Maigt£li|isettt SUti F4d^ati^of 

. Acttoe^CPPAX) _ MarlbdroBghGI^Caoi^U " ^ Womtn*iaBta,Inc. 

CooptradveMebQpoUtaflMlnlatrts ^ Matsachsie^ Aii^i»tton«fCoDiervatlo^ Mftuaq^aietb WU^e F^»^b ^ 

MkbadS. bokaldii GoT^fsor . ^ ^ CoramMoni Evelyn F, MB^hjt fecfetuy^ ' 

Frieti^ of the Earth MwiaEhMetto AndB^aSo^^ , " Offlee©f&Tta«»^UIA£Wfi ^ 

qioamtefCI^'ComeU ' MaMachtMemFsra^^Bfedermdon NewEnglMdmmid^*iAiSoeia^ 

MlcbBel HkfiingtoBi United SUtM ^Mauaehusetta For^tindFark Auoclatlop ' Ffaacb W, S^^t« tawmm Go? emsr 

VtpmfnUtife , , ^ ' " \ ^ ^ SprfagfleldClO^BacU J 
This pimphjft was prod ucfd by the Ccrnmirteefo^ 

. . ^ * 120BoyIstofiSt=,Room,,J3i^5fen,MMsaehu$€tti02116 . / ' Jf % = 

. ' • ■.. ■ ^ ■ , / ^ ^ . ■ ' ■ ■' ^ ^- ' ■ 
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offices the Maiift^jRisetts Wholesalei^ of Malt-Bj|Ver- 



Massachuietts Environmental Secretary Evelyn 
Mui^hy has joined the protest against the distorted adver- 
tising being used to defeat Question 6, the Bottle Bill, on 
the election ballot this Tuesday. 

Murphy said yesterday she believed that union lead- 
ers here have been caught in a bind by the opponents of 
the Bottle Bill. "The Massachusetts State Labor Cbuncili 
NyPLrGlOrOpppses Question Son the grounds that it pvould 
cut employment in Massachuietts and increase consumer 
costs. The steel workers nationally oppose the Bottle Bill 
concept. Murphy said she thought local labor leaders wer^f 
trying to support their brother steel workers ^ while not 
'having strong opposition themselves to Question 6,! 

. An economist by trainmg, Murphy argued that all 
available data shows the bottle bill would* increase jobs 
and cut consumeri costs. She fears the bottle bill will be 
defeated because of ui\ju$tifled threats placed in the rtiirids 
of the la'bpr population in Massachusetls. 

**When 1 look at that Federal Reserve^ bank) study, 
when I see the union jobs coming out of it=the bottle 
washers, handlers, truck drivers, I cannot understand how 
the union can be opposedj" Muiphy said. "If they are 
serious, it would seem they are being duped/' 

Question Si if passed by the voterSj would riake 
bottles and cans returnable in Massachusetts. The use of 
flip-top cans inihe state ^ould be ended. The bottle bill is 
designed to elinilnate litter created by throwaways. Also, 
the law would cut waste of energy and materials invollved 
in the throwaway system. . 

Vermont and Oregon have laws against disposable 
beverage containers. And the results in both states have 
meant savings for consumers and a dramatic decline in 
litter. A study conducted by the tJS Environmental Pro- 
tection Agency in Vermont showed a 67 percent decrease 
in bottle and can litter. 

The opposition to Question 6 comes largely from beer 
interests and soft drink producers as well. The anti- bottle 
bill organization is the Committee to Protect Jobs and Use 
of Convenience Containers. It is run out of the Boston 

© Copyright 1976 The Boston Globe. Reprinted by permission. 



Question 6» 

The oppositidh o^era^s largely with scare tactics, not- 
supported by facts. Gbngress has been considering^FWeral : 
leglslatioh, to return the nation to a reusable bbttte and \^ 
can system. Buiiness interests do not watit to/Undert|ke 
convtoion to a returnable system. So they are flghting^e " 
bottle bill here and also nationally* " ^ ' ^ 

Muiphy said th4t she has repeatedly ask^ to ^ 
detailing the claims that jobs will bf iost if QuBstion'6 
passes. She said as far as she can determine no anj4ysi$ 
has been conducted by the opp^ents of Question flto^P^f' 
even without analysis, the opponMrts^ave pulled iwdffl- 
^cial uilion"s^pport smd that could meanE^rge labor^y|ti«*. • 
against Question jS. ■'^'^^..^ 

- James Loughlin, Secretary-treasurer of the Mas- 
sachuietti State Labor Council claims the bojttle bill* 
"would hurt so many people — machinists, stefel workers, * 
labelers— you can't even count how many. Of course we 
oppose it." ! ^ ^ ^ . 

i In fact there have been two studies conducted, which 
calculate that jdbs will increase ^ith a l^tupiable^ bottle - ^ 
and can system. Ih addition, the studies show there will be 
signifieani consumer payings under the bottle bill (which 
requires deposits /or returnables). 

^ . The Federal Beserve Study, rellased here last March, 
details the benefits, of the bottle bill, including more 
jobs— not fewer jobsi The Federai Reserve figyres also 
showed that donsun^er prices declined in Oregqn and 
Vermont after those states eliminated throw^ways. 

Juit recently the Federal Energy Agency in Wa|hing- 
tnn released the study conducted for it by an independent 
consulting firm on the national impact of a reusable 
container system. ! * ' 

This study showed that a pystem of reusable bottles 
and cans increases labor forces. (That is probably why 
business opposes it,) This suiwey estimated nearly 120,000 
new jobs would be created nationall^^ by a Federal ban on 
throwaways, It.also calculated that consumers would save 
over $1^ miHion annually. * 

The maiii advertising against Question 6 inaccurately 
"implies that the US Environmental Protection Agency is 
against the bottle bilL EPA Regional Administrator John 
A. S. McGIennon has officially protested thi advertising 
and asked that EPA*s name be eliminated from' ads 
opposing Question 6. McGIennon is in favor of^he bottle 

bin, ^ ^ ■ . ^ 

' All in all, Massachusetts voters^workers and ^ 
consumer^^are getting a lot of bad informaiion and scare 
tactics. If the^weFe giveti the truth, they would vote "yes" 
on Question^. = 

GamlSurkiniBa Globe pqlitwal columni$t - ^ 
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